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SECURITIES QR ASSUMED AND
SECURITIES REFINDED OR RETIRED DURING THE YEAR

l. Furnish an insert schedule giving a brief description of
scurity financing and reficancing transactions during the yoar
and the iccounting {or the securities, discounts, premiums,
expensesy and gains 9 losaes relating thereto, idendfied as
to Coramiuion authofimyon numboers and dates.

2. The particuiary fumished should be sufficient to show fuily
the accounting lor the ol principsl amount, par value, or
dared vaiue of rach class and series of segurity issued. amumed,
eured. or refunded and the accounung for premivrm. disosune,

axpanses;and jains ar losses relaling to the securinies.

The facts of the accounting snouid be. clearly set farth with
regard to redemption preMiums, dnamaortized discounay
expenses,“ 1nd gains or losses relating to securities retired |
or mefunded, inciuding the accounting for such amounis
carried in the respondeat’s sccounts at e datc of the refund -
ing or refinancing transactions with resperz @ XTurues
previously refunded or retired.

3. The idemification of each class and series of security shoud
include, as approgriate, the interest or dividend zate, nomisal

SECURITIES TISSUED DURING THE YEAR

date of issuance, maturity date, aggregate principai amount, jar
value or stated value, and number of shares.  Also 10 be given
are the Wsuance or redemption prics and name of the principal
underwriting firm through which the security transactions were
consummated. ‘

4. Where the accounting for amounts relating to securites
refunded or retired is other than that specified in  general
instruetion 17 of the Uniform System of Accounts,
references should be given to the Commission authorizaton for
the differsnt accounting and the accvunting snould be stated

- 3. For securities assumed the name of the company for which
the liagtlity on the securities was assumed shouid be given as
weil a1 particulars of the transactions wheresy the respondent
undertook 1o pay obligations of another company. [ anv un-
amortized discount, premiuma. #xpenses, and 3ains or
loases were laken over onto the respondent’s Dooks, details
oi thede amounts should be furnished with amounts relatiag o
refunded securities clearly earmarkeq.

Common Cemmon
Shares Total Stock Stock
Issued Amcunt - (201) (207)
Common Stock
Stock sold under employee
purchase plan 12,803 s 240,361 $ 12,803 $ 227,338
Stock sold under automatic '
dividend reinvestment plan 132,779 2,589,179 132,779 2,556,400
Stock sold under Tax Reduction
Act Stock. Cwnership Plan 26,435 369,869 26,435 340,434
Common stock sold under public :
offering (3/19/78) 730,000 15,738,730 750,000 14,988,750
Tatal 922,017 S519.235,159  $922,017 $18,313,142
First Mortgage Bonds, 8 3/4% series due 2008
Nominal date of issuance - 9/1/78
Maturicy date - 9/1/08 ]
Aggregate principal amouzt - $20,000,000
Proceeds to coumpany - 819,753,200
Expenses - 3§ 50,129

Principal Underwritars:
Salcmon Brothers
Bache Halsey Stuart Inc.

Blyth Zastman Dillon & Co. Incorporatad

The First Boston Corporztion and

Merriil Lymch, Pierce, Femnar & Smith Incorporatsd
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SECURITIES ISSUED OR ASSUMED AND
SECURITIES REFUNDED CR RETIRED DURING THE YEAR

I. Furnish an inser: :chedule giving a Srief description of
scurity financiag and refinancng transactions dunaog the year
and the accounting for the sexunities, discounty, premiums,
expenses; and gains or losias relating thereto, idesntified as

i ta Commistion authotiziion numbers and datet.

2. The panicularr furtished shouid be sufficient to show fuily

the accounting ‘or the 'otai principal amount, par value, or
sated value of =ach clasy and tenes of security issued. amumed,
reticed. of refunded and the accounting ‘or premiums, discounts,

axpensesy and Jainy or losses reiatung ‘o the securities,
The facts oi*the accounting 1hould e clearly set forth with
regard to redemption premiums. unamertized discounu;
expenses,®ind j2ins or losses fthﬂng 10 seguntiey retired
‘ar refunded, inciuding the acoounting br such amounts
carrted in the respondent’s accounts atl the dﬂ“: of the refunc -
{ing or refinancing transactions with resperd o ®curities
previowly refunded ar retred.

3. The identification of each class and seriet of securiry should
include, as approgriate, the intereat or dividend zate, nominal

date of issuance. maturity dale. aggregate principal amount, par
vaiue or stated value, and number of shares. Also to be given
are the issuance or redemption price and name af the princigal
underwriting firm through which the security transactions were
consummated.

4, Whers the accounting for amounts relating to securites
refunded or retired is other than that specified in  general
bnstruetion 17 of the Uniform Syytermn of Accounts,
refersnces should be givea to the Commission autherization for
the different accounung and the accounting should be stated

3. For securities assumed the name of the company for which
the liabiiity on the securities was assumed shauld 2e given as
well as particulars of the transactions wherenv the responden:
uncertoox o pay aniigations of another company.  Iif aov un-
ameortized discount. premiyms. 9xpenses, and g2ins ar
lossas wefe faken aver onto the rescondent’s books. detaiis
of thcte amounts snouig be furnished with amoaunts reiatiag o
refunded securities clearly sarmarked.

SECURITIZS ISSUZD DURING THE T=aR
Premium on
Common Common
Sharas Total Stock Stock
Issuad Amount (207 (207
Common Sctock
Sceck sold under employese _
purchase plan 11,507 3 223,563 § 11,807 § 21%,93¢
Steck sold under autom
dividend rainvestment plan 89,049 1,303,878 89,049 1,814,827
Stoek sold under Tax Reduction
Acr Stock Cumarship Plan
TRASOP) 21,303 409,089 21,505 447,584
Common stack sold under publiz
ofiering (L/19/77) 750,000 15,020,000 750,000 15,270,000
Total 872,161 518.521.528 $872,161 §17,749,367
First Mortgage 3onds, 8 1/54% series due 2007
Neminal datz of issuanca - 1/13/77
Maturity dace - 1/13/07
Aggregacte principal amount - $30,000,000
Proceeds to rhe ccwmpany - §29,787,0C0
Zxpensas - 3 167,729
Principal Underwriting Firms:
Merrill Lynch, Piarce, Fenmer & Smizh Incorperatad
Bache Halsey Stuvars Ine.,
Blvch Zastman Dillon & Ca. Incorporatad,
The Firstc 3oston Corporaztion, and
Salomen Brothers
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{am 720

I




MidAmerican Exhibit 8.1
Page 54 of 654

ORDER 56801




MidAmerican Exhibit 8.1
Page 55 of 654

STATE OF ILLINCIS
ILLINOIS COMMERCE COMMISSICN

Iowa-Illinois Gas and Electric Company:

. . . ¢ 56801
Proposed general increase in natuzral :
gas rates and in electric rates. '

ORDER
By the Commission:

on Augus+< 30, 1971, Iowa-Illingis Gas and Electric
Company {("Iowa-Illinois”™ or the "Company”) filed with this
Commission l12th Revised Sheet Nc. 5, llth Revisec Sheet
No. 6, 8th Revised Sheet N¥o. 7, l4th Revised Sheet No. B,
6th Revised Sheet No. 9, 6th Revised Shee: Ne. 12, 3rd
Revised Sheet No. 24, 5th Revised Sheez th 25, and 3rd
Revised Sheet No. 26, Schedule I11.C.C. Ne. 1, in which
it proposed a general increase in matural gas rates, and
also filed its 7th Revised Sheet No. 4, Bth Revised Sheet
Ne. 8, 7th Revised Sheet No. 9, 7th Revised Sheet Keo. 10,
5th Revised Sheet Ne. 13, and 2nd Revised Sheet Nao. 14,
Schedule I1l1.C.C. No. 2, in which it proposed a general
increase in electric rates: said increases in natural gas
and in electric rates were propeosed to hecome egfec£ive
Ocecber 1, 1971,

Hotice of the proposed general rate increise was
posted in the Company's business offices and was published
in the several newspapers of general cirsulation through-
out its service area, as evidenced by Cartificates of
Publication (Exhibits Nos. 37 arnd 38}, in accordance with
the requirements of Section 16 of the Illinois Public

Utilities Act and the provisions of General Qrder 137 of

the Commission.




56801
Depreaciaticn ExXpense, the Economic Stabilization Act of
1970, as amended, and the rules and regulations of the
Price CommissSion applicable thereto, together with the
record and exhibits presented in ‘-'.hisr case, and ﬂl
other factors necessary and proper to gonsider in
arriving at the Fair Value Rate Base of the Company's
Illinois Electric and Illinois Gas Property in Service

as of Decembher 31, 1970.

Rate of Retumn

The rate of return fixed by this-CGmmissicn maat
be sufficient to crovide for Operating Expenses, Depre-~

iation and Amortization Aeserves that are necessary in

good buginess judgment and operation. In addition, the
Commission mm %t give congideration to current economic
conditions and the increasing demands for service that
confront every utility in the State of Illincis. To
enable Iowa-Illincis to meer demands £or reliakle and
adequate service, whizh demands now inglude c:mpliances_
with environmental standards, a suflicient rate of reguzn
must bhe provided.

A compilation cf sarning trends four total
Company operations, admitted intoc evidence as Company
Bxhikis B, feveala Operating Revenues, Operating Expenses
and COperating Income, in summary form, for the years
1965 to 1970, inclusive.

Bxamination of the varicus compariscns shown on
gaid Exhibit 8 indicates a steady decrease in the ratioc

f earnings to fixed charges (interest coveragel! and

Earnings per Common Share. Administrative notice of

- 19 -
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is t>ue that Illincis ratepayers are not solely respon-~
sible to provide all of the funds reguired by the Company
for its total coperations, it is necessary that the fa:z
share o0f such funds be provided by said ratepayers in
order that the Company be enalbied tc mest its service
cbligations. Previcusly stated in this order is the fact
that 49 per cent of total Company Cperating Revenues wers
derived from its electric operations and 51 per cent from
its gas pperations in 1970, and it is reascnable t© assume

% such ratics will remain relatively stable in the fore-
seeable futire. Of total electric customers, 41 per cént
are located in Illincis and of the tatal gas customers
30 per cent are located in Illincis, Implying a substan-
tial respensibilitv for Operating Revenues £rom Illinois
ratepayers.

In view of the necessity fcr maintaining.an earn-
ings ratiec that will permi% the Company to finance new
construction, meet ecology s:and;:ds. and provide its
cugtomers with their rising demand Ic- service, the Ceom-
missicn conéludes that the Rates of Return provided by
this grder are just and reascnable and the minimum neces-
sary for such purposes.

The Cormission having examined the proposed rate
schedules, considered all ¢f the evidence introduced
herein, and now being fully advised in the premises, is

¢f the opinion and finds that:

(1) Iowa-Illincis Gas and Elec*ric Company
is a2 corparation organized and existing
under and by virtue of the laws of the
State of Illinois: it iz engaged in the
generation and supply of electric energy
and the distribution and sale of gas in

Page 56 of 65¢
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the Annual Reports f£iled with this Commission by the
Company for the vears 1965 to 1970, inclusive, is taken
by the Ccomissicn for the purpose of cdmparing the figures

presented in said exhibit.

The Ccmpany has a sinking fund debenture agree-
.ment which contains a formula for measuring intercest
coverage, and such agreement prohibits the Cocmpany fram
issuing any deit maturing in mere than cne year i1f the
interest coverage ratio after income taxes is less than

2.0, including interest on new debt to be lssued.

Testimony in the recsrd for the calendar year
ended December 31, 1371, indicates a fuzther erosiocn in
the ratio of earnings to fixed charges, i.e., to 2.2

before taxes and o 1.9 after income taxes.,

The Commission is aware of the cocntinued increas-
ing demand and need of the public for safe and adequate
service: suéh service taday must be provided by the utile
ity in the face of inflation and ecoclogical standards of
federal, state and local govermmental autherities which
atandards greatly increase the cost of providing new plant
and facilities. Such demands create an ever increasing

need for gTeater amounts of capital by the utilities.
The evidence shows that the Company's fizst mort-

gage bond ratings and its sinking fund debenture ratings

have been down-graded by a bond rating company and, while it

- 20 =
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56801

(9) evidence submitted by *he Company in
. support of the Reproduction Cost Rew and
’ Reproduction Cost New Deprsciatsd for its : . -
Electric and Gas Plants allocable to
Illincis operaticns far the test year
ended Deceamber 31, 1970, together with
evidence submitted by the Commission's En-
gilneering Staff, were considered by the
Commission in its determination of a
Fair Value Rate Base for both Blectric
and Gas Operaticns in Illinocis, and was
digcussed in the prefatory part of this
order; each propesal for determination of
Reproduction Cost Rew Jepreciated is found
to have merit and such proposals have been
considered in connection with the Commis-
sion's ultimate determina<icon of Fair Value
Rate Bases as cf December 31, 13%70:
Reproduction Cosst New Depreciated for
Electric Plant - Illinois Operations -~ is
found to be $9%%,700,833, and Repraoduceicn
Cost New Depreciated for Gas Plant - Illinois
Operations - is found 2o e $38,414,703,
beth as of Decsmber 31, 1570:

{10} Original Cost of the Company’'s used and
useful Electric Plant iz Service, allocated
. to Illincis operations, as o0f December 31,
1970, is $89,277,777:

{11} Accum:lated Provision for Depreciation and
Amportization of %the Company's used and
ugeful EFlectric Plant in Service, allocated
to Illincis gperations, as of December 31,
1970, is §21,399,216; resulting in a net
Original Cost of such Plant as of such date
of $67,878,561;

{12) the following Plant items allocated to
1llinois Electric operations should be
included in the Fair Value Rate Base of
the Company's Electric Operations in
Illinois as of December 31, 1370:

Plant Heléd for Future Use $ 38,953
Construction Work in Progress
on whickh no interest was
. charged $478, 790

{13) the following items, affeczing Illinois
Electric Operations cf the Company, should
be treated as indicated in connection with
the establishment of a Pair Value Rate
. Base for such Electric QOperaticns:




{2)

(3)

(1)

{3)

()

(

~4

)

(8)

56801

Illingis and, as such, is a public utilisy
within the meaning of an Act entitled,

"An Act concertning public utilities,” as
amended;

the Commissicn has jurisdiction ¢f the
Company and of ¢the subject mattazrs of
this case:;

this proceeding was initiated by the
Company on August 30, 1971, £iling
with the Commission cer<ain revised
schedules of rates £for its gas and
electric service applicable to its
cperations in Illinois, for which it
preposed a general inerease in races
for various classifications of servicge
effective Qctsber 1, 1971;

due notice of the f£iling of said rate

schedules was given pursuant to law and

the rules and reculations of this Commis-
ien; ’

on September 22, 1971, the Commission
suspended the proposed rates pending
hearing and investigation ané subsequently,
on January 13, 1972, resuspended said rates
until July 27, 1972;

notice of the initial hearing held in this
case was mailed by the Secretary of the Com-
mission zc Iowa-Illinois Gas and Electsic
Company, the Maycr, Attorney and Clerk of

the municipalicies located within the
Company's service areas in Illinois, and

tc other persons or entities as shown by

the docket sheets maintained by the Secretary
of the Commission, all in accordance wizh the
rules and regqulations cf this Commission:
notice of all subsegquen<t hearings were mailed
by the Secretary of the Commission to such
parties as are shown by the docke: shee<ts
mainzained by the Commissien in this case;

statements of fact and conclusions reached
in the prefazory part of this ccder are
amply supported by evidence of reccrd and
are hereby adeopted as findings cf fact:

methods used by the Company to allocate
property dedicated to the public in Illi-
nois in furnishing gas and electric service
to its customers is just and reascnable

and is hereby approved fcr purposes of

this case:

- 22 -
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the Fair Value Rate Base, as sf December 31,
1970, for the Company's Illincis Gas Tperations,
is found to be 526,206,003

rates presently in effect for electris service
furnished to the Illincis custcmess of the
Cotpany are inadequate and unjust in that they
dc not produce a reasconable retuIm te the
Company on its investment in Electric Plant
used in its Illinois Operaticns and recovery
of Operating Cos=zs for Electris Service fur-
nisned %o iss Illinocis customers: Rate af Returm,
at present ratss, on the Pair Value Rate Zase cof
569 ,2€8,02% is 5.89 percvent; examination of <he
Company's 1371 Annual Report (Pormm 21). on £ile
with *his Commission, indizates that the Company's
te of Returm has further declined £zcm th
level rienced for the test year of 1870, as
adjusted;

rates propesed herein by the Company £coo ic _

elecsric gperations in Illincis are unjust in

that they would produce a Rate of Return of 7.86 7
roent orn the Pair Value Racte Base 2% 589,268,029,

and such propesed rates shcould be cancslled and

annulled:

the Campany should be reguored tc fille rates

that will produce Annual Cperasting Inceme of

approximately 55,095,000 for its electric gpera- - .
tions in Illincis, and such Annual Cperating

Income would, in turn, provide the Company wiin

a Rate =f Return of appraoximately 7.3€ perzent »

on the Fair Value Rate Base of §63,268,029:

rates presently in effect far gas service fur-
nished tz the Illincis cusecmess cf the Company
are iradegquate and unjusat in that they dc not
produce a reascnakle return to the Tompany on
its investment in Gas Plant used in its Illinois
operations and reccovery of Cperating Costs for
Gas Service furmished to its Illincis customexs:
the Rate of Retu®n, at Dresent rates, on the
Fair Value Rate Base of $26,206,013 is 5.53%: v
due £z the surtailments of gas supply imposed
upon Lowa-Illinecis by its principal pipeline
supplier, Natural Gas Pipeline Company of America,
Icwa-Illincis has placed ints effect gas limiza-
tion rules by which it is contrzslling its growth
Tate %z coincide with availakie gas supplies:
the curtailments by Natural. which will cause
reduced sales to interruptible custcmers initi-
ally. and the gas limizaticn zules, which will
cause lower than normal growth in new custcmers,
will centinue in effect fzr the foreseeable
furure: the 1371 revenue data presented in this
matter shows a Rate of Returm on the Fair vValue
Rate Zase cf approximately 4.0%: -

rates proposed herzeln Dy the Company for its

gas operaticns in Illincis are just and reascn-

able, are estimarted to produce Cperating Income
of approxcmately $1.99C.383. and a Rate of Return

£ 7.60% on the Fair Value Rate Base of 526,206,013: +~
because of the gas surply situa<tion described in
Findineg 22) above, the 1371 Rate of Return on tae

Falir Value Rate Base l1s appraoximatzely 6.5%: in

1]
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ADDITIONS:
{a) Eighty-Day ‘Fuel Supply § 442,871
(b) Material and Supplies : 709,911
Tetal Additions $..,152.782
DEDUCTIONS: .
(e} Blectric Plant Allocable to Non- :
jurisdictional Operaticns $§3,36%1,357
{d) Aczumul ated Deferred Income Taxes 3,581,063
{e) Conizibutions in Aid of Construcwimn o1,007
(£) Custcmers Advances for Const-uction 1,150
Tortal Deducticns 57,236,577
Net Deduc<ticen 36,083,785
{14) the Company's claim for an allowance aof

(15)

(16)

(17}

$19,201 for Woerking Punds and 534,162 for
Prepayments, both applicable %5 its Illinois
Electzic Operations, shoulé not be allcowed
for the reasons heretcfore stated:;

the Fair Value Rate Base, ag of December 31,
1970, for the Companv’'s Illinois Eleciricz
Cperaticns, is found to be 569,268,029:;

the Original Cost, its related Accumulated
Provisicn for Depreciation, and Ret Original
Cost, of the Company's Gas Plant used in its
Illincis Gas Operations as of Decsmber 31,

+1970, are as follows:

{a} Ozxiginal Cosat 530,225,803
(b} Accummlated Provision for

Depreciation $.935,986
(c} Net Original Cost 524,289,819

the following items, affecting the Illincis
Gas Operations of the Company, should be
treated as indicated in connection with the
establishment &f a Fair Value Rate Base £or -
such Gas Operations:

ADDITIONS: _
{a) Construction Work in Progress on
which no interest was charged H 48,539
(b) Liquefied Petroleum Gas Supply . 7,684
(c) Prepaid Gas Stored Underground £§37,017
{d) Materials and Supplies 2813, 456
{e) Working Funds 13,632
(f} Prepaymenzs 25,672
Total Additions S 816,020
DEDUCTIONS:
(g) Accumulated Deferred Inccome Taxes 51,734,339
(h} Contrzibutions in Aid of Cons=uction 657,161
(i) Customers Advances for Conssruction 139,547
Total Deductions 52,531,047
Net Deduction s1.613,027
- 24 -
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view of the ccntinued detesicration of Iocwa-
Illinnis' Rate cf Return in 15971, suck proposed
rates should be approved:

(24) any objecticns and mctions made in this pro-
ceeding that remain undisposed of should be
disposed of consistent with the wleimate
conclusions of this order. ) :

IT IS5 THERSFORE ORDERED that the Suspension Order
antered herein on September 22, 1971, and the Resuspension
Ordar entered January 1%, 1272, be, and they are hexeby,

vacated as to the following:

l2eh Revised Sheet No. 5§
ll+h " . Ne. €
Bxh . " No. 7 - -
14tk " » No. &8 - -
6th " - He. 9
1131 " - Ne. 13
3=2 . . Nc. 24
S5tk " " Nc. 25
3=d " - Neo. 26
Schecdule Ill.C.C. Ne. 1

in which a general increase in natural gas rates propesed
by Icwa-Illinois Gas and Electrigc Czmpany, andé the c=mpanf
be, and it is hereby, authorized £tz place said sheets in
effect on or afcer the date of tiis grder.

IT IS FURTHER ORIERED that the Suspension Ordex
antered herein on September 22, 1571, and the Resuspensicn
Order entered Janua=y 15, 1%72. be. and they are hersbv,

vacated as %z the fallowing:

7zh Revised Sheet Nc. 4
8tk - - He. 5
8xh - " Ne. 8
74h » ~ No. 9
7¢h - “  Ra. 10
Stk - - No. 13
2nd . " ¥e. 14
Schedyle Ill.C.C. No. 2

in which a general inc-ease in alegtsic ratea was p:o-'
posed by Iowa-Illincis Gas and Electric Company, and such
sheets are hereby crdered cancelled and arnnulled.

IT IS5 FURTHER ORDERED that Ilowa-Illincis Gas and
Electric Company be, and it is hereby, required and
directed to file new rates with the Commissicn as shown

on Arpendix A attached heretc for those service classifi-

- 26 -




cations indicated thereon, along with the tariff provi-
sions applicable to each rate, said ratess to produce
approximatsly 52,312,800 of additional Operating Revenuss
and total Cperating Income of approximately $5,095,000.
based on the 1970 teat year, as adjusted.

IT IS PURTHER ORDERED tbat any cbjections, peti~
tiocna or motionsa, including the Petition for Interim
. Relief filed by the Company on September 10, 1571, that
remain undisposed of, be, and they are hereby, disposed
of consistent with the ultimate conclusions contained
herein.

IT IS FURTHER ORDH.ED. and this Commission
certifies, that the increases granted by this order have
been examined by the Coomission with regard to their cone
sistency with the purposes of the Economis Stabilizaticn
Act of 1570, as amended.

By order of the Commissicn this 26th day of

July, 1972.
{SIGNED) DAVID H. ARMSTRONG
Chairman .
{SEAL)
RHB:HAT:lc

- 27 -
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ILILINQIS COMMERCE COMMISSION

Icwa-Zllincls Gas and Zlectric Company

.

-

Propesed general ingz

b3 sase in natural gas : 585580
rates and in elacu>r

S Tates. :

By the Cemmissicn:

Cn August 3C, 1972, Iewa-Illineis Gas and flecwric Comoany
{"Iowa-Ill:znois” cr the “Company®! £iled with this Commissicn a
proposed general ilncrease in gas rastes, stated in Ill. C.C. Ne. 1,
l4th Revised Sheet No. 5, 13%h Revised Sheet Nc. 3, l1l0%h Revised
Sheet No., 7, lé«h Revised Sheet Nc. B, 8+n Revised Sheet le. 9,
23r2d Ravised Sheer No. ll, %tn Revised Shae: Nc. 13, Sth Revised
Sheex Mgo. 24, 7th Revised Sheet Nc. 2%, ané 3t Ravised Shees Mo,
26, and proposed general jnczease In elec+tris rates stated in
I1)l. C.C. Nc. 2, 1l0%h Revised Sheex YNc. 4, ll-=n Ravised Shee+ lNo.
5, 1l2h Revised Sheet Ne. 7, 1ith Revised 3heet No. B, 10%h Re-
vised Sheet Nc. 9, 10+h Revised Sheet Nc. 10, 8=h Revised Shee:
ta. 13, and 3th Ravised Sheet No. l4; said increases in nacuzal
gas rates and in electric rates were propesed 4o become effective
Ocschber 1, 1973,

Hozice of the propesed general rate increases was posted in
the Ccmpany's business cffiices and was published in the several
newspapers of general circulaticn throughou* iss service area, as
evidenged by Certifica+tes of Publiscation, in aczarsdance with the
requirements af Section 36 cf the Iilinois Public Utilities Act
and the provisions of General Order 137 of the Commission.

It appeared from an examinaticn of the filed tariif sheets
that the Commissicn should enter upon 3 hearinc concerning zhe
propriety and reascnableness of the proposed general ratze in-
creases and, pending hearing and dezision therecn, the new rates
should nct beccome effective con the date proposed by the Campany.
The Commissicn entered an order September 26, 1%73, suspending
the proposed increases until January 27, 1874 and thereafter, by
a2 further order entered on January 16, 1974, resuspended said
proposed increases until July 27, 1874, in accordance with Sec-
tion 36 o0f the Illinecis Public Utilities Act.

Pursuant to notice given, as reguired by law and the zules
and requlaticns of the Commission, 2 hearing was held in this
matter before a duly auzhorized Exaxminer of the Commission at
its offices in Chicage, Illincis, on MNoverber 8, 1872, Appear-
ances wera entered by counsel on behalf of the Company and by
members ¢f the Gas Engineering, Elect=ric Engineering and Accounts
and Finance Sections of the Commission., There were no other
appearances. Subseguent hearings were held on January 22, April
10, and 11, and May 27, 1974. The case was marked "Heard and
Taken®" on May 27, 1974.

The transcript of the record zonsists of 1,22]1 pages and
56 exhibits. It contains a detailed, comprehensive analysis of
the financial accounts of the Company, Operating Revenues and
Expenses, the Qriginal Cos+t anc Repraduction Cost with associated
accrued depreciation agplicable tc the {cmpany's property, Te-
guirements £fzr other properties, the cost 5f money and other
matiers relazting te Rate ¢f Resurm.

Neture of Companv's Coerz=ions

The Company i1s engaged Iin the generaticn, transmission, dia-
tribution and sale 0f eleciric enersy and the dissribution and




Par=iculars ‘Elec

Decrmase in Opesating Revenues to
refleact energy conservazicn by
Cistomers $ 1,835 5 378 § 1,413

Dacrasase in Inczme and General Taxes
ard fuel gosts relazTad to foregoin - 705 v B 90s&

Iancrease in “"Fair Value"” Depresciaticn
Net of Taxes

i
FI
o
’—4
o)
D
[ |
(W]
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Eliminaticon of dcnations £zr Charic-~
able, Sccial and Czmmunity Crga-—
nizations, Net of Taxes made by the
Commission's Staff should be ap—
proved in <he follcowing amounts: 5 7 & 13

te2 of Return

The Company presented the zestimeny ¢f three exgert witnesses

on raze of resurm. One was retained by the Commany %2 detazmine an
rpropriate return which the Company should have t2 provide the
opportunity to earn from its electric and gas business suthject =z
the jurisdicticn of tnis Commissicn. He desermined a fai- raze of
return to be applied &2z a p‘eseu, fair value raze Tase which he
testified gives due consideraticn to inflation and £c surrent costs.
Be also determined for this Ceompany a rat e of return which, if ag-
plied %o an ozigimal oost rate base, would De appropriate. The
witness concluded thaz <he fair raze of :e:u:n applicakle zo fais
value rate base, usziliszing already embedded cost of debz of 6.37
percent and praferved stock at 5.9%6 percent combined with the
current cost of new gommcn eguity at 12.5 perzent is 8.6 percens.
Similarly, he concluded that a fair raze ¢f resumm a::;;cable t2
an original cost rate base with 14 - 14.5 pergent retuIm cn common
bock equity is 9.24 - 9.44 percent.

The witness testified that the gost cI can-- - t3 the Comeany
has been pushed upward by the csntinuing inflaticnary pressures and
the rapid decline in the purchasing power cf mcney. He alsc stated
Nis opinicn that consideraticn sheoulé be g;ven tc the trend c¢f long-
term interest rates andéd =he ;'-bab-li:;es with respest to cost cf
additiznal and raplacsment dekbt gagpital in the near fuzure,

The witness testified that he a::l;ed three generally accepted
tagts of reascnableness in the determinacticn of the 2ost cf ccommon
stock capital to the Cocmpany. These are (1) that the retumm on
equity capltal must be commensurate wiih the retuzms on investments
in other enterxprises having ccrrespending risks, (2) that the pros-
pective returns must be sufficient to attract the additicnal
capiszal required by a growing business, and (2) that the return
musz be sufficient to assure confidence in the financial integris

£ the enterprise and maintain its credic.

This witness utilized bgth fhe czmparasle earnings and the
market wvalue agpproach in :each;ng his conclusion as o the zost of

equity capital since hey ar= compatible with eagh other and ace
not altesmatives. In apn v;ng the compar a_le ea:n;ngs method the
witness selected enterprises he believed 2o be of similac zisk

ich include eleven fccd processcrs, ten “manufact curers, and util-
izy groups.

Based uUpch these s<udies the witneas concluded tha

- —

£ earnings con book commen eguity, eguivalent 2o alsem

gt
ir
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oppertunity cost, 18 iz +he range of 14.0 t2 14.5 percan: whizh he
uses ag the squity ccmpcnent of rata of retusd applicable to an
a:*g.na- cost zats base.

looks to histarizal groweh ratas of esaraings, dividends and bcok
equity, plus curzent dividend yislds ag indicatcrs of the rate at
which equ“'f investors are digcsounting a.n*"-"pa*ed futuyre returns.
His conclusion is that the market gapitalization rate ©n equity is
abeut 11.75 percent plus 0.8 percant for cost of fijancing and mazg-
ket pressure, H;s 12.5 pezcant rmsul: is the estimated currens
cocat of pew capitzal in dellacs 0f curreat pu::has_ng power which

he uses as the eqQuizy ccmpenent of rats of retusn applicable =z a
present fair value rate base.

. The witness' marke+ value approachk to a fair rate of returm

The seconc witness p.esen.ad test_mcny regarding the insticu-
ticnal investor's appraisal of stock in general, uwtilisty scmmon
stocks in general, anéd the Jcmpany in particular. He indizazed
thar ingtizuzional investsrs ainm at achieving maximmoe ‘c 3l Tesurn,
the combination 0f dividend income and prics appreciaticn, wizhin
the constraints cf various levels of -isk assumeoticn and thats they
require income groweh approximating that of the growe: of wages.

He expla;ned *ha- inves:tors aze placing an even greater premium gn
both rate of gain and cerzainty of growtkh.

Be cencluded that utilities have experisnced a slowdcwn of
earnings and dividend gIowsh and that sarned rates of return have
net kept pace wiih the increase in the rate cf inflaticn. BHe alsc
stated that the Caompany has fared even worse in these restecis than
the StandarZ and Poor's Utilicy Average. Therefcre, the common
stock of the Company has been removed Iyom his bank's list of cem
mon stock which may be purchased, which a2lso means that the Com-
pany's preferred stock and debt ligazicns will nct e purchased
eicher.

He alse concluded thas in order for utility stocks, and the
Ccmsany's stack in pars=isular, tc agais beccme attractive to insti-
tutional investors, rezusn of abouwt 14 perzent on cocamen equity
is reguired.

The third witness reviewed the decline in interest coverage.

The afzer tax eaznings gsoverage in 1973 was in the range cf 2.1 &0
2.3 times. The Comcany's agresement with investors reguizes that
for issuance of leong-term debxz, the after tax sarnings ccverage be
at least 2.0 times. He goncludes that a minimum afzer zax coverage

£ 2-3/4 Tz ] times is required o permit financing flexizZilizy and
provide a margin oI safety for earniags fluctuations ané atwrition
of earnings in =zhese *1-,atisna:y -imes. A retuzn of about 14 per-
cent on the commen equity is requized to provide this minimum
coverage.

The wiiness Zfgund thas: investicrs in the Company's stock have
not kept up with inflation. The purchasing power ¢f the dividend
decteased 40 percent between 13653 and 1973, The bock value adjusted
for inflaticn since 1941 is about &0 pezcent higher than stated
bock value. Hence, in terms of purchasing power the cormen stock
investsrs who realized a 14 percent return on commen eguity in
1342 would realize only 8.82 percent today because of inflation.

The witness sponscred Exhibit 32, which summarvizes the Com-
panv's evidence and shows %that when cuzrent rates are applied to
a fair value rate base its return on elec=ric operations is only
4.65 perzent and cn gas opera<ions is 4.08 percent. To provide
the Company with the opportunity to earn a retusn cf B.§ perzant,
found by the firs: witness £z be applicable to a fair value rate
. base, the Company has a revenue defiziency in Illincis for electric




cperations of $8,381,000 and gas operazions of $3,341,000.
Company claims that this revenue deficiency when compazad with the

additional revenuss which would Be generatsd by the proposed rates

&£a8&80

The

of 53,634,000 for electric and 51,074,000 for gas, exclusive of

add-on taxes, indicates tha+ the Corpany ig entitled to raies greater

than those proposed by the Zampany.

This Commigsicn is gharged with the respersibilisy of determin-
ing a just and reascnable rate of return. A utilisy must have suf-

-

ficient annual earnings ©Z meet cperat ing expenses and p'ov-de a

reasconable return to investcors for the zisks assumed. A fair rate
©f return will enable the utilitcy to attract new capital for expan-
sion and maintain the financial integrizy of the investment,

The Commission, recognizing all of the fcregoing factors,
of the opinion that the Company is entitled zc earn a rate of re-

turn of approximately 8.350 percent on its Original Cost rate Base
for Electric Cperations and 8.75 percent on its Original Cost Rate

Base for Gas Operations.

The Commission, having examined the proposed rate schedules,
eengidered all of the evidence introduced herein, and being fully
advised in the premises, is of the opinicn and £inds that:

{1}

{2)

(3}

{4)

(5)

{6}

Iowa~Illinois Gas and Electiric Company is a

corporat icn organized and existing under and by
virtue of the laws of the State cof Illinois;

it is engaged in the generatian and supsly of
electris energy and the distribution and sale
of gas in Illinois and, as such is a public
utility within the meaning cof an Act enticled,

"An Act coacerning public utilicies”™ as amended;

the Commission has jurisdiction c¢f the Company
and cf the subject matters ol this case;

this sroceeding was initiated by 4he Company on
August 30, 1973 by £filing with the Commissien
certain revised sghedules of rates for its gas

and electric servige applicable %o its operations

-9

in Illinois, for whizh it p::;osed a generzl
increase in :ates for various classificaticgns
of servige afsf ive Qctober 1, 1%73;

due no=ice of the £iling of salid rate schedules
was g;ven pu:suan: to law and the rules and
regulatisns @f this Caomeission:

¢n September 2§, 1571, the Commission suspended

the propesed rates pending heariag and investiga=-

ticn and subseguently, on Januazry 16, 1874, re-
suspended said rates until July 27, 1974;

notize of the initial hearing held in this case
was mailed by the Secreta,j ¢f the Commission
0 Icwa- llinois Gas and Electric Company, the
Mayor, Attorney and Clerk of the municipalities
locazed within the Company's service areas in
Illincis, and ¢o other perscns cor entities as
shown by the docket sheets maintained by the
Secretary of the CZaommissicn, all in accordance
with the rules and regulations of this Commis-
sion; notice of all subsequent hearings was
mailed by the Secretary of the Commission %0
such parties as are shown by the docket sheezs
maintained by the Commisgion in this case;

-
-

is
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{8)

{3

(l9)

{12}

{13)

(14}
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statements Of fact and conclusions reached in
the prefatory part of this order are amply
supperted by evidencs of remcord and are hexmby
adopted as findings of fact;

methods used by the Company ¢o allocate property
dedicated to the public in Illingis in furnighing
gas and electric service to its customers are dus:
and reascnable and are hereby approved for purcoses
of this cgase:;

Original Cost ¢f the Companvy's used and useful
Eleckriz Plant in Service allocated #£5 Illinois
cperaticons, as of December 31, 1973, is §123,584,000
for purposes cof %his proceeding; -

Accumulaszed Provision for Depreciation and Amortiza-—
tion of the Company's used and usefyl Electric

Plant in Servics, allocated to Illinois cpera-
tions, as of December 31, 1973, is $31,231,000,
resulting in a net Qriginal Cost of such Plant

as of such date of $94,353,000 o be used f5r the
purpcses cf this case;

the fonllowing items, affecting Illingis Electzig
Qperaticns of %the Company, should be treated in
ccnnecticen with establishing an Qriginal Cast Rate
Base foz such cpesations:

Additicns:

{a} Plant Held for Fuzure Uge $ 134,000

{b) Materials and Supplies 735,00¢

(c} Nuclear Fuel . 914,000

(8} PFuel Stock 1,140,000
{e) '‘Adjustments +to Electries

Plant in service 1,765,000

Tazal Addisions $4,688,000

Decducticns:

(£) Contributions in Aid of

Construction 227,000
{g) Accumulated Deferred Income
Taxes 7,827,000

{k) Electrsic Plant Alleccable to
Nonjurisdictional Opera-

tiens 4,833,800
Total Deductions §12.687,0090
Net Deduc+=ions s 7,999,000

the Campany's claim for an allowance of $126,000
for prepayments should not be allowed for the
reasons herstofore stated;

the Original Cosgt Rate Base, as of Decsmber 11,
1373, for Company's Illinols Electric QOperations
is found to be 586,354,000;

the Qriginal Cost, its related Accumulated Provision
for Deprecizticn, and Net Original Cost, of the
Company's Gas Plant used in its Illinois Gasg Opera-
tions as of December 11, 1373, ace as follows:
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{a) Original Cast 2f Plant in Service $34,751,000
{b) Accumelatad Provision for Deprecia-

tion 8,202,000
(c] Ner Original Cost of Plant in ‘
Servics 526.545,000 .
(15} the following izems, affecting the Illineis Gas QOpera-

(16}

(17}

(18)

(18}

(29)

tions of the Cormpany, should be treated as indicated
in connection with +he astablishment of an Criginal
Cast te Base for such gas operations:

Addi+tions:
{a) Ligquefiad Petxrscleum Gas Supply § 69,000
(=) Gas Stored Underground i7,00¢
(c} Materials and Supplies 264,000
{d) Investment in Gas Leases 1,328,000
Total Addéi+ions $2.,288.0400
Deductions:
(e} Deferred Income Taxes $2,136,000
(£) Qomsuzributizns in Ald cf
snstruction 697,000
{g} Accumulated Deferred Income
Taxes 142.00¢Q

L0
[N

Total Deduc<tions ,875,000

Net Dedug+tions § §37,000

the Original Czost Rate Base, as of December 31, 1573,
£or the Company's Illincis Gas Operations, is found
to be $25,8652,000 fo- this proceeding: .

rates presently in effect for electrsic service fur~
nished to %he Illingis customers cf the Company are
inadeguate and unjust in thaz thev do not produce a
reasonable return =2 the Company en i%s investment
in Electric Plan% used in izs Illinois operations
and recovery of operating sosts of electric servicsa
furnished to its Illinecis customers; te pf Returm,
at present rates, on the Original Cost Rate Base of
$86,354,000 is 6.85 percent;

rates proposed herein by the Company for its electsic
operations in Illingis are unjust in that they wculd
produce a Rate of Retusm of B.8Y perzent on the
Criginal Cost te Base of $86,354,00C and such
proposed rates should be cancelled and annulled;

the Company should be required to file rates thas
will producs= annual Cperating Inccme of approximate-
ly $7,340,000 for its electiric operaticns in Il-
lineis, and such annual Operating Income would, in
turn, provide the Cempmany with a Rate of Return pf
approximately 8.50 perzent on the QOriginal Cos:
Rate Base of 586,354,000;

rates presently in effect for gas service furnished
to the Illincis customezs of the Campany are in-
adeguate and uniust in that they do not produce a
reasonable return ¢o the Company on its inves:t-

ment in Gas Plant used in its Illinois Operatians .
=14~
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and recovery of its Operating Cost 70T gas serx-
vice furnished to its Illincis custcmers; the
Rate of Return, at present rates, on the Original
Cost Rate Base of $25,8862,000 is 7.06 percent;

{21) rates proposed hersin by the Company fer its gas
operations in Illincis are unjust in that they
would produce a Rate of Return of 9.13 percent on
the QOriginal Cost Rate Base of $25,862,000 and
such rates shoulé be cancelled and annulled;

(22) +the Cuompany should be required to file rates
that will produce annual Operating Income of
approximately $2,263,000 for its gas operations
in Illineis, and such annual Operating Inccme
wounld, in tuzn, provide the Company with a Rate
of Return of approximately B.75 percent on the
Original Cest Rate Base of 325,862,000;

{23) any cbjections and moticons made in this proceed-
ing that remain undisposed of should be considered
disposed of in a manner eonsiscent with the ulsimate
conclusiens herein contained.

IT IS THEREFTORE ORDERED that the Suspension Order entersd herain
on Seprember 26, 1973, and the Resuspensieon Order entered January 1§,
1974, be, and they are hereby, vacated as to the following:

l4ch Revised Sheet Nc. 5
13th - " Ne., 6
lo=x . - Ne. 7
léth " - Ke. B8
g«h - " Ne. 9
23rd » " Ne. 11
=h » " No. 13
s«h " . Ne. 24
7eh " - Ne. 25
Schedule I1l. C.C. Nec 1

in which a general increazse in natural gas rates preposed by Iowa-
Illincis Gas ané Electric Company, and such sheets are hereby per-
manently cancelled and annulled. -

IT IS FTURTHER ORDERED that the Suspension QOrder enterad hexein
on September 26, 1973, and the Resuspensicn Order entered January 1%,
1874, be, and they are hereby, vacated as to the following:

10%n Revised Sheet Nc. 4
llex " " Ne. 5
llsh - " No. 7
1l+h - - Nc. &8
loch " - Ne. §
loth - - Ne. 10

[ Redel - - Ne. 13

5¢h " " Ne. l4
Schedule Ill, C.C. No. 2

in which a general increase in electric rates was proposed by Iowa-
Illinois Gas and Electric Company, and such sheets are hersby per-
manently cancelled and annulled.

IT IS FURTHEIR ORDERED that Iowa-Illincis Gas anéd Electric Com-
pany be, and iz is hereby, reguired and directed to f£ile with this
Commission revised schedules of electric and gas rates, together
with tariff schedules for those service classifications hereinbefore
indicated in proporticon with the Respondent's coriginal tariff £ilings,
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said rates to produce approximately $2,943,000, exclusive of aac-

en taxes, of additioral annual Elsctric Cperating Revenues and zotal
Elactris Operating Income of approximately §7,340,000 and additional

annual Gas Operating Revenues of $901,000, exclusive of add-on taxes, -~
and total Gas Operating Income of $2,263,000, based on the 1373 .
tast yvear, as adjusted, in accordancm with Pindings (13) and (22)

herein, and that all of gaid tariff schedules stated thereupon shall

be effective for all meter readings on and gfter the date of filing

theraot, - : :

IT IS FURTHEER ORDERED that any cbjections or motions made in
this proceeding which remain undisposed of are zonsidersd disposed

of in a manner consistent with the ultimate conclusions contained
harein.

By order of the Commission this 17¢h day of July, 1374,

{SIGHED) MARVIN S. LIEBERMAN

{S EAL) ,
Chairzrman

MG/10

=16~
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IIZONCIS ZIMMET CTMMIZSTON
. Iowa=-Illincis Gas and Eleceric : _
Company

in
)
1o
. 4
Y

Propcsed gemeral increase in rates :
2or alactzizc and gas servica :

Bv the Commisaion: .

Cn September 30, 1974, Iowa~Illinois Gas and Electzic
Company ["Respendent®) f£iled wich +his Commigsicn a proposed
general increase in gas rates, stated in IL1L. C. C. Ne. 1,
17+n Revised Sheet No. 5, 16th Revised Shee: No. 6, 13th Revised
Sheez Ne. 7, 19¢h Ravised Sheet No. 8§, lltk Revised Shee: ¥No.

§, 25#h Revisad Shee= No. ll, llsx Revised Sheex No. 13, Bth

Revised Sheex No. 24, 10tk Revised Sheet Nc. 25, and 8th Revised

Sheet Nc. 26, and praopocsed general increase iz electric rases - -
stased in Il11. C.C. No. 2, 13tz Revised Sheet No. 4, 14t Revised - - ..
heer ¥o. 5, l4th Revised Sheez Noc. 7, l4th Revised Sheat No.

g8, l3th Revised Sheex No. 9, lith Revised Sheez No. 10, 1l0th

Revised Sheet No. 13, and 7¢<h Revised Sheet Nc. 14; sald increades

in gas and elactric rates weIe proposed to heccme effective

Oczsozer 2L, 1274,

Notize of the propesed gezeral rate increases was posted
in the Raspondent's bDusiness oflices and was published in newspapers
f general circulaticn iz Respondent's sexvice area, in accsodance
wizh the raquirements ¢f Sectisn 36 ¢ the Illinois Public
Teilicles Act and the proviasicns of General Qrder 137 of this
Commission.

. It appeared f£rom an examination of +he proposed tarifls
that the Commissicn should entar upen hearings eopncezuing the
Frapriety and reascnacleness of %he proposed general rate increases
and, pending hearings and decision therscn, the dew rates should
act becime effective on the date proposed by the Respondent.
The Commissicsn entered an grder QJcunpber §, 1374, suspending
the propesed tariffs uneil Pepbzuazy 27, 1573, and thezeaiifer,
bv a fusther order entared cn February 1%, 1375, resuspended
thex =z and including August 27, 1975, in aczordance witzh Secticn
36 of the Illincis Punlic Ueiliszies Act.

Cn September 30, 1374, Raspondenz f£ilsd a Motion For Interim

Rate Rellef, and pursuant tc netice as recguired by law and

the Tules and regulaticons of the Commismicn, A hearing on the
reguess Isr interim relief was held on November 4, 1974, befors

a duly auttcrized Hearing Exaniner. ¢ said hearing arpearances
wecse entered on behall of Respondent and by Dembers gf the
smmissizn's Ingineering Section and the Aczsunts and Finance

« Sectica. No other appearancss were extzred by any Iatervenors
ar the inlitial hearing or sheresafter.

Cz November 6§, 1974, the Commission enzered an order granting
Respcndent interixz rates effeczive Novembder 8, 1974, whizh
were expected to producs additional annual revenues, excludéing
the 2t State add-on gruss receipts tax, cf approximazely 53,344,000,
approxizmately 51,958,000 fzom electsic sales and 51,386,000
£rcn gas sales. Thede interin rates were at a level egual
£z Z1t and 74% of the propesed increases in the electric and
gas tarifis, regpectively.

on November 26 and Decsmber 1§, 1974, Marzcn 10 and April 1,
2375, an the latter date %he proceeding being marked "Heard and
vaxen®,

. Subseguent hearings on the proposed tariffs were held -




The recard sontains a detaliled, cscmprehensive analygis
0f she fimancial aczzunss of the Respcendent's cpezzting revanues
and expenses, the origizal sost wish amacciated acitmed daprecia-
tion apclizanle =2 the Raspondant's util sy pIcpaity, Ssquirements
far other properties, the 2ost of monsy and other toars Tmlating

ts rans 5% seTurn,

Na=ure =f Companv's Ooerasizsns

The Respondent ls engaged in the generatics, Ttransmission,
Sigzrisution ans sale of electzizs epergy and the Aistsibusion
and sale of natural gas t2 the public as a public uwiilisy,
Zleceric emexgy is dist—ibuztad in Rock Island, Moline and Zast
Moline, Ill:inpis, and Davenport and Beztendors, Icwa, (known
&s zhe Juad-~Cities), in Por:t Dodge and Iowa Cicy, Iowa, and
in ses=ais adjacant communitias and areas. Nazzzal gas is
digeribusad in the Zgragoing cesmmunities, iz Cedar Rapids and
Qttumwa, Iowa, and iz several smaller mun_';pali:;es in Illingis
and Iowa. 0Of total gperatipns, about 52% of gspelasing rsvenues

re dezived Izom the elec::ic Business and 43% fzem =he gas
buainess frcm its custimers for the twelve montts snded December
1, 1374, Approximarely 39% c‘ izs elect. ic revenues and I35t

-y T -

g¢f its gas revenues are derived from cperaticns in Illingls,
wizh abecuz 50,200 elesctzi =omers and abaunt 58,700 gas customers
regidizng in :;l;no-s.

Respondent 38 a Zember gf the Mid-Czntinent Ases Power
Pocl ('EEPU') along with 32 gther participating members, MAPP
eallectively provides capaciiy adeqguasts. s zazry the alscevic
loads o all members and =o FTovide resesve capacisy. Haspcadant
gtilizes three TTangmission voltages: 345 x7v; lél Xv7 and
§3 kv. The 345 kv and 16l kv and related subatacion squissment
supply power o the entize syste=m and not t2 a speclfiic arsa.
The §3 kv 13 generzally utilized tc secve spacilic ac-eas and
is related =z a given area or city. TRe Respondeas's =atal
ealeactric generating -apa:_:y %0 ser—r: the systemvlide load _3
about 330,000 kw, and itz 1975 electric svsctem peak load L
estimaced +c be 818,000 kw.

Gas is surchased from two pipeline companiag-—Hatural
Gas Pipelize Tompany of America ("Nazurzal®) apd Nostherm Nazuzal
Gas Crzmoany ("Nerthern™). Gas is purchased Izmm Natural for
all the sezvize arsas of Respondent axcapt Zor she Tor: Dodge,
IOwa se-vice avema, for which gas ls puschased Itom Northerm.

Proposed Changes in Rate Schedulas

The sroposed slectris rate schedules filed Septamber 10,
1874, by .he Respcnden: would provide an average lncTsase of
approximately 12.4% and by class ¢f cuzszomer would generall
be uniform. It is wicipated such rate schedules would gezerate
an est:izated $21,968,000 of additional electric aznual cperating
Tevenue basad upcern its electric cperation sales datz2 Zoxr the
tast year ended Decamber 31, 1374, cluding the 2% State
add-on groas receﬁp t3 tax, the proposed increase would amount
20 approxizmately 53,892,000 addizional eleciric operating ravenue
for Responden:.

The prrposed gas rate schedules wogld p*:v‘de an average
_nc:easc of approxXimately 9.2% and bv class ol customer range
Tzm abeout 6% T2 12%, generating an estimased 51,935,000 of

ad Leoicnal gas annual operating revenue based upch its gas
opezaticn sales data for the test year ended Decmaber 11, 1374
Excluding the 21 add-cn gross Ieceipts tax, the iacTuase would
amount ts approximately 51,897,000 addit-cnal gas cperazting
Tevenue fcr Respondent.

Respondent claims it develcped zhe proposed electiric and
gas tazifis upon the principles Zpund appropriate by this
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Paswiculars Elecexic Gas . . .
Original Cost of Plant in Service 131,487 $ 37,755
Lass: Accumilazed 2sovizion for .
Depzeaciation and Amer=ization 34,125 9,333
Nes Original Cos= of Plans in Sezvic I ik -S4 L8, el
Add:
Planm: Held Zzr Fuzuze Use 132
Nuclear Puel in Stack 8z3 - -
Nuclear Fuel in Rsaczor-Nes 938
Investment in Gas Leases 1,492
Envircnmental sguitmens, Quad-
Cizies Nuclear Power 3taticn 724
Fuel Stocks (Coal and Qil 1,999
Mazerials and Supplies 1,028 300
Gas S=ored Undesgzound, Liguelied .
Pecroleum Gas Supply, and Stored
NG 800 - - -
Sub Towal 3.03.388 3 3.,509 - - .-
pPar=iculars Elecaric Gas

=
Deguczt:

Contrikusions ia Aid af ConssTue-

zico s fele] s 726

Custcmer Advancss faor Constouc—

ticn 206

Accumulated Defexrred Income Taxes 8,971 2,332 T
Flant Applicable ts Nonjurisdic-

tiognal Elec=ric Custcmer 5,063

Qriginal Cas: e Base $ 88,730 $§ 28,030

Cperzting Revenues, Cperating Expenses, Cperating Income =
Illing:s Opezaczicns

The Reszpondent's Cpezating Revenues applicable =o its
Illingis electric operazicns for 1974 were $32,34%,000; less
§333,9000 applicable to nonjurisdictional elecssic operz=ipns;
Operating Expenses and Taxes were $15,518,000; resulsing in
jurisdisztional QOperating Iaceme of 55,498,300, Adiustmen=s
far annualized revenues, interim revenues colleczed, wage
increase, increased FICA expense, eguity financ:izng, Cperation
Contool Canter deprsciaztion expense, increased reseaar=h and
develorment,and rate case expense, as set fzs+h in Respondent's
Sx2ibit S1, and testified to by its witnesses wes-e acceptsd
by the Commisaion's Staff, and are deemed proper and rmascnabla.

The Respondent's Operating Revenues applicable to iss
Illinois gas operaticns far 1974 were $22,053,000; Operating
Expesnses and Taxes were 520,187,000 resylsing in jurisdictional
Cperating Income of §1,66845,000, as adjusted. Ad<ustments
for annualized revenues, intazin ravenues collected, wage
increases, increased PICA expense, equiry financsing, Cpaeration -
Contzal Center depreciation expense, starage oasts, and Tase
case expense, as set Iorch in Respondent's Exhibis 59, and
testiZied tc by its witnesses, were also accepted by the Commise-
sion's S5tafi, and are deemed prover and resascnable,

Allocaticn practices and procedures used in this procseding
Te in acsordance with those consistently applied by Responrdent
ip its beoks and records, Annual Reports =z zhis Commissicn
and with the Qrder o zh.s Commission in Dockez 53560.




Rarce of Regus

Respendens gresentad the tagtimony ol thrse exper:t witnesses
on razs of return and relatad mavsars. Dr. J. Rhcads Poscter,
an ecsncmist, was T2taliled 2y Respondeznt tc deser=ine an agpropriate
Tesurn wolich Reaspondent siculd he allowed o sats Ioom dts
utilisy cperations subject o the jurisdistion of =his Commission.
He usilized she embedded zost cf long-term debt capizal and
prafezzed 3unck as two of the Tmrse cooponents of a fais oasa
of return. Howeves, a Tange was provided wiih respect o
long=<arm debt o give schme sonstideration o the cost 32 addisional
debt cagpital which Respondent comtesplates., The iLszuancs
of prefersnce sharss in lata 1974 was ot dirsctly Teflaszed
in the capizal structure utilized by Dr. Pos:tex.

With Tespect o the nird component of falir raze of resuysa
the cost of common s$Tock capital == Respoendent, he appliad
three test=s of reascnableness - (1} the Ietush on eguisy capizal
should be commensu~atze wizh 2he retavras on inTesents in
other entscpIises Raviag corraspondiag Tisks, (20 fhe prospeczive
returzs should De sullicient 2o aytracs the addiziznal capisal
requirsd by a4 gIoWing business, and (3} *Ne returz should
pe sullicilent to assure confidence in the financial incegoizy
¢f the enzerprise and mainstain izsy =—edic.

This witness puraued fsur sepaTaszs Approaches in reaching

bis determinazicon of the cog:r of comman eguisy cagizal 0
the Respondens, (1) an analydis cf 2he changes in Zizancial

and -ejated factors, (2) an analysis of the effsc:s cof inflation
ca the czat of capizal, (3) an application of the market value
or DCF zethod, and (4) an appligatisn of the compasable earzings
X alzernative gpportunity me=hod, His uzilizazicn of these
four separate approaches, based orn a zantemplazed capital
structure and anticipated cost 9f dabt and prefsrzengs stack,

led him to the sonclusicon that =he curran: coat of commen

tock capital o the Respondenz is 15% o 16%, and thatr she
‘toral capizal and fais- razs gf rewurz for the Respendens,
at this time, on the basis af 2he embedded and prospective

cost of dent and graferved stock, and the cost of ooTmon sguity
iz as fcllows:

Capizal Comsasis
Rind ¢f Capi=al Stoucsure Cas+t Rates of=T- 3
Lang=tern debt §3.0% 6.05-6.53% 3.21=-1.461%
Prefarrec seock 7.0 .58 0.42
Commen sTock 40.0 15.0-215.0 6.00=5. 40
Total +0Q.0% 9.63-10.29%

Sr. Poscer concluded %hat a fair rate of rezuyn for the
Respondent is 9.3% at =his =:ime whan applied 2c an original
€ostT rate base and utilizing a capital structure as noted
abaove,

The secend witness, Waii R. Vanderpoel, an investment
banker, presented testimony regarsding the inscitusicnal inveszors'
appraisal cf common stock in general, including utility stagks,
and the Respondent's in particular. He zestified thatc instiszg-
tignal inveszors, as well as individual investcsrs, pussue
one of three broad categories cof opbjectives:

1. Total retusn-—-combinaticn of dividend income and
=Tille appreciation

2. Capital gains
i. ~ncome in terms cf puschasing power--divided and

-
Frice apgreciaticn growsh compared Tz zTowth of
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He contanded that %he utilisy investsr has been extremely 2is-
appointed with the result of nls commitmensts iz utilicy equitles,
which explains to a great extent why %he egquity investzr seeks
to obtain a rigk premium over the more sertalinl raturz available . - -
2rom bonds. He further con<tended shat the utilicy earzings : )
growsh raze is now far lgwerz than the Inflaticn rate and chere

has been a substantial decline in price earmings multiples.

d the decline in price earnings
b

Mr, Vandercoel aszoibuss
¢ a awmber of reascns, principally:

rasics of utilicy stscks

i Slow down in Tate of earanings growth and aven a negative - -
grswz=h rate in 3ome cases,
2. Regulatary lag and absence of adegquate rate relief
asscciated with regulacion,
3. Lack of cenfidence in utility management as being
tze timid in timely seeking adeguatse relief,
4, Past experience of utility sharehclders whizgh has N -
been zZrojected to fulurs expectatizshs, - =
5. Insusmountable financial, cperaticnal, environwencal
and inflacign problems seen in the induscry.
He stated =hat 1t has become, thersfore, ixcreasingly difficuls
€2 artract new sStaockholders and t2 hold existing suockholders.

He furcher testified =hat =he Responden: had experienced
growth in earnings fairzly comparable to the utility average
in che =arly 1960°s Hut =nat recent growol has Ceen a2t a much
reduced rate and that dividend growsh has alse fallen behind
the averages in recsant times.

Mr . Vanderpoel concluded wha+, in grder for utilisy stoeks, .
and the Respcndent's stock in particular, to agaln beccme attzage
five =¢ Lastitavisnal invescoss, egulity invessars must have
a geood chance =2 earm a reascnable premiim over the gurTan:
bond Inceress rates., He congluded shat a 401 =z 50% premiwx
4s a Rinizmoe is Teguired, and that 15% would be a falr rezurn
Tate %o be applied £z the ook commen egquity of the Respondent
in dezermining the currenz overall rate gf retusn «2 whizh
the Respondent is entitled; that such a level would be reguired
%£c make the common stock of Respendent aziractive =0 inmstitu-
zional investoent managers.

The third witness, Donald H. Shaw, Respondsnt's Vice Presi-
dent-Finance, reviewed the decline in long-zer= deb:t afzer-sax
interest coverage fzgm S.4 times in 1966 %o 2.3 times for the

n

12 menths ended Octcper 3L, 1974, Ee testified that Respandent
is required o mainzain after-zax ¢overage of at leaszt 2.0
times, The wizness furtner z=sz:fied Thar coverage at thisz time
0f 2.75 to 3.0 times is reg.rred =o permit financing flexibilisny
and provide a margyin of safety for earmings fluctuzations and
attzizion of eazmings. EBe cantencded thar a resurn ¢f abouz 15%
on the commen egquity is reqguired To provide this mininum
coverage.

Mr, Shaw found that inves=ors in Respondent's stock have
not kept up with Inflaz:on and that aftar taging into agcsuns
the increase in DOok value per share as well as price level
changes, the purihasing power ¢f the dividend has decreased
46% gince 1383, The bcok value cf the common equicty adiusted
for inflaticn betwesn 1941 and June 1974 is azeuts 77% hicher
than stated bcox value. He further concluded that in zersms
ef purchasing power, a 15% allgowed retusn on ccrmon eguizy in
1974 wculd procuce cnly B8.47t in purchasing power as relased
to purshasing power of invested dcllars when cocmmizted and
below the 5.7t interas+ gost of the Respconden:'s mest recent .
boné sale in 1B70.
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Mz, Shaw wastilied =nat is is expected zhat the Respcadent
will need additional capital of approximazelyvy $30,000,000 =
535,004,000 in 1975, and shas it3 constouction raguiremencs
Loz zhe Sive yeaxs 1973-1979 w- 11 approximate 5254,000,000,
of wnizh app—::x..:na._aly half is axpeczed t= be fzchm exterzal
scurzas. He concluded zhan a 15% recuzm on lis common equisy
will enakle Respondent %o finance constructicn for the foreseeable
Zugure apd satisly sustomer Isquisegments 1T an econcmic Banner,

Respendent prasentad testimnny to demonsirate the efifsct
©of iznflazion upen =he utilisy industv. Respendent's Exhinis
65, calculatad whaz capizal Im<tsns would Tesul:s E::n: agplying
the p:::csed Tatss €3 an adjusted 1974 test year., The 1574
adjusted alectric and gas jurigdis=icnal eperating incomes,
ingluding the increased income foom the proposed Catas, werse
d..v:.:‘.e:i by the jurisdicticnal rate bases =c produce Tatss of
re Returms onh common equizy were calsulated f-om the over-
all :a:es ¢f reztuin uxing the capizal gstsucture at the end of
1974. Respondent sought &2 demonsct=aze Tthat even wish the pro-
posed raczss the <alculazed gverall rate ¢f return would be sub-

Tanzially lower than cusrant cost of zapizal fcund by the
Respendent's witnesses. .

*his Commission is charged wish the :sspcnsih:.l:.'y of
detammining 2 just and reascnacle zate 9f return. The Commission
recsgnizes ::ha." a2 neilizy musge have sufficient annual earmings
to meet gperating expenses and provade A rsasonaktle rezush
%2 investors for the rTisks assumed, A fair Tate of resurs
wculd enakle the utili:y 223 azteoracst new capizal Isr expansion
and main=zain the Iinancial inzegriszy of its investment. The
Commission alse recognizes thas razes nust be just and reascnable
for the ractspaver as well,

R.ec::ni:ing all of *hese fagucrz, this Commissien {s of
¢he opinion «haz a raze c‘ retutn of approximavely 8.73 per
cent on ~-s Criginal Cost Rate Base, as herein de'-e—:...ned,
for i:s electric operaticns in Illincis, and 8.%5 per cencs
for ivs gas coperations, Tesulting in a combined weighted rate of
raturn o about 8.80% is reascnasle and ;rcpe-.

The Commission, having examined the entirze reccrd herein,
and heing fully advised in the premises, is of the opinion
and f£inds thas:

12, Iowa=Illingis Gas and Electric Company, an Illinois
cc—sc'a:ic. . i3 encaged in the generatizon and supply
Qf electric enargy and the digtsibuticn and sale
of ga.s in I-.....c:'.s and, is a public utility wichin
the meaning o an Act entitled, "An ACt concerniag
punlie ut..l.‘.""es, as amended;

the C::_.n;ss.'.cn las jn.:is iction cover Raspondent and
¢f che subject maszer hersin:

on Septermber 30, 1974, Respondens filed with the
Commisgsion carzain revised schedules of ratas for
izs gas and electwrsic service applicatle to ics opera-
ticns in Illinecis, in wnich it proposed a general
increase in razes for varisus classificacions of
service effaccive Ogtober 31, 1574

due netice of ghe £.ling of said rate schedules was
given pussuant 2 law and the Tules and regulations
ef this Commission;

on Octcber 9, 1974, the Comuission suspended the
prooosed rates pend-ng hearing and investigation
and subsequently, ¢n February 19, l%7%, resuspended
said razes un::.l August 27, 1975

’
;
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{6) naotice o2 zhe inmieial haa:ing hald in +his case was
mailed by the Secrstary of the chm;ss;on to Iowa-
Illincis Gias and Elscrtric Company, the Mayor, City

teazney and Clerk of che m't;czra_;t;es located

. wizhin the Company's service areas in Illineis, and . -

%o other pe.:ors 9r aptisies as shown by the docket '

sheets maintained by the Secretary cf the Commission,

1l in acceordance with fhe ules and “eg"‘aticns

of this Commission: actice of subsequent hearings

was mallecd Dy the Secretary of the Commission t2

such parties a5 are shown by the dockes sheezs maintained

by the Commission in this case;

(7) stataments gf Zfagt and conclusions reached in the
prefassry part 9f this crder are amply supported
by evidence of recsrd and are heredy adopzed as findings
0f £act hezeirn;

{B) metheds used by zhe Respondent to allocate propercty
dedicated to the publig in Illinecis in fysmishing
gas and electric servige to its Tustomers are just
andé reascnable and are hereby approved S purpcses
of this case;

(3} <he o 1 Cost of the Respondent's used ané uselul
e‘ec::zc p-a“. in Sersvice allocazed so Illincis cpeza-

tions, as of Decemzer J1, 1974, is S131L,487,200 for
prrpeses of this proceeding;

{12) Accumulated Provision fgr Depreciation and Ameor<ization - .
£ the Respondent’'s used and useful electric plant
in Service, allocated ¢z Illincis cperations, as
cf December 31, 1374, is 534,126, 000, resuleing in
2 net Criginal Caszt of such Plant as of such daze
of $%7.361,000 =5 be used for the purpases of this

‘ll' cage:

b the fallowing isems, affecting Illinols electric
operaticns of the Res:onden as adjuszed, sheould
be tremated in connection w::n estaplishing Res:cnden
Original Coss te Base for such operations:

Addizinns:

(a) Plant Held for Fusture Use § 132,900
(5} ¥uclear Fuel in Stock 822,000
{c) Puel Stock in Reactsr -~ Net 998,000
{d] Environmental eguipment,
: Quacd—-Cities Nuclear Power Stazicn 724,000
() Fuel Stocks (Coal and CLil) 1,999,300
(£} Materials and Supplies 1,029,000
Tetal Additions 58,705,000

Deduc+ions:

{g) Centribu=zions in Aild of

Canstouction $ 300,000
() Accumulated Defarred Inccme Taxas 8,971,000
(i} Eleczzic Plant Allocable g
Nonjurisdiczional Operazicns 5.065,000
Total Decduc=ions $14,336,000
Ne: Deducticns § 8,611,000
. (12 Respondent's Original Cost Rate 2ase fcr the purpose of

this p'cceeding, as of pecember 31, 1374, for its
Illinois eleczric operations is $38,723C,000;




(13}

{14)

{15}

{18}

(1%
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the Criginal Cost of zhe Respondent's used and useful
gas plant in Servica allocated to Illineis operaszions,
as of Decembex 31, 1974, is $37,735,000;

Accumulared Provisizn f2or Depreciation and Amor=irzation e e
£ the Respondent's used and usefgl gas plans in

service, allocated g Illincis operations, as cf

December 31, 1974, is $9,033,000, zesulsing in a

zet Original Cast cf sugh Flant as of such date of

528 .721;000:

the fsllowing items, aZfecting the Illincis gas cpera-
tions of the Reaspendenst, should be 2smated in connec=ticn
wizh the establishmentz ¢f an Qriginal Cost =g Dase

for such cperations:

Addicions:
(a} Investment in GSas Leasas $ 1,492,000
(b} Materials and Supplies 300,000

(c) Gas Starec Underground, Liguefied
FPetrolexm Gas Supply.,and Stored

NG 804,000
Total Addizicns $ 2,592,000

Deduc=icns:

(d) Comtzibuszions iz Aid cf Conmst—ouction § 726,000

(e) Custemer Advancss for Canstzuction 206,000
(£} Accumulated Defarred Inczme Taxes 2.332,000
Total Deductions S 3,264,000

Ne= Deducticns ] 72,000
L ]

Respondent's Original Cos:z Rate Base for the Fursose
of this proceeding as of Decsmber 31, 1974, for its
Illincis gas operations is $28,056,000;

ra=es which were in effscs priar to the autherizing of the

intazim rates auzhgrizsd by Commissicn Order of Ncvember

€, 12374, and said intarim rates for eleciric service

furnished 2o the Illincis customers of Respondentz,

zre inadeguate and uniusz iz that they do not produce
reasonable re<urn =2 Respondent oan its invegtment

in elestric plant used in its Illinois cperations and

reacovery of opersating costs of electric service furnished

to iszs Illinoin custopers;

rates proposed nersin by Respondent for its electric
opexations in IZlineis would produce a rate of return
of 9.42% on the Original Cos: =e Base gf 528,972,000,
and such proposed Tatas aTs unreasonable and unjust
ané should be cancelled and annulled:

the Respondent should be required to file rates zhat
will produce annual gperating revenues Of approximately
$£34,966,000 and annua. operating income of approximazely
§7,764,000 for its electric operationms in Illineois,

and such annual operazing income would, in turn, provi.de
the Respondent with a rate of return of approximately
8.75% on izs Owigimal C3st Rate Base 335 set {mTzh in
Finding (1l2) herasf;

Respondent shauld file new zariff schedules (1} adopting
the Szaff's proposals for its space heating Raze 103

as hereinbefore stated: (2) increasing the demand charges
ts the level proposed by Respondent £iled on

November 4, 1974 in Rates 141, 142 and 153; and
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(3) providing the Salance of allcwable eleciric operat-

_ng Tevenue by ac::as-the—noa:‘ unifars perzentags

increases o =he aneTgy sges contalned in the - : -
incsziz Rasses 122, 1_-, 141, 142, 145 and :153; L. .

. (21} zaczes which warm iz eZfac: prisr to the authorizing
‘ ¢f the interim ratas guticrized by Commissgicn Crder
0f Ncvember 5§, 1974, and said inesr-im races for gas
zesvrics f"-“_sned 20 the Illinols customers of Respend=-
ens aTte inadeguate and unjust in that they do aoct
produce 3 Teaschahls eTurn 4o Respendent on is
investment iz gas plant used iz its Illingis cpsrazicns - -
and racovery of cperazing cost for gas service fuzmishad
%o izs Illizgis customezs;

{32) =zatas proposed hersin by Qesncndent fcr its gas opera~
ticns in Illinoss would rssuls in 2 raze 8¢ Tesuwn
£ 9,2% opn the Original Cost Raze Ba:e of 518,050,000,
a.r.d such proposed rates xre unreascnable and unjuse,
and should e cancallad and annulled;

- (22) Respondent's proposed rates designated ax IL1, C.GC. - - .-
Ho. 1, l5%h Revised Sheet No. 6, 13tn Revised Shee%
Ne. 7, 1l34h Revised Sheez No. 8, llth Revised Shee:
Ne. 9, 25&h Ravised Sheet Nc. 24 and 10¢h Revised
Sheez ¥No. 25 incrmasing momn-residezwial rates ¥or
natucral gas service in Illineis, ace reascnable and
just azd should be apprcved: Respondent's proposed

tes designazsd as I1I1, C.C. No. 1, 175k Reviged
Sheez No. 5 and 3th Revised Sheet No. 26 applicable
to mssidential natu=al gas 3eryvige in Illingis, ars
unreascnakle and uniust, and shoyld be cancllad and
annulled; '

(24) Raspondent shoulé he ~eoguized 2z file naw rata schedules

for residenzial gas secvice iz Illimpis, whizh, togethar
. with the rates approved Qerein for ncn-residential

service will produce annual cperating revenues of

approximataly $23,798,000 ané annual cperating income

0f approximataly $2,510,800 for its gas operations

in Illinois, ané such anaual opezating incsome is

calsulated tc provide the Regpondent with 2 Tate

&% return of approximacsly 8.35% on its Criginal

Cost Ratae Base as set 2grth in Finding (16] hereaf;

{25}  Respondent shouvld be ragrized ©D encage in a cosz-
ci~service s‘udv, angd suomistting same %o the than

a--

January 1, 1377;

{26) any ocbjections and moticps made in this proceeding
that remain un dispcsed of should ba considersd disvosed
¢ in a manner consgisternz wizh the uliimats conclusions
hezrein <contalned,

IT7 I5 TEEZRZTQORE CRIERED thae zhe Suspensgicn Orier entersd
by th:a Commission o Octaber 9, 1§74 and the Resuapension
Order entered on Pebrsary 15, 157% be, and Zhe same are heraby, -
vacazed and sez aside as =2 ,cwa—:;l;nc 8 Gas and ETlac=ric
Company rates designated as I11. C.C. Ne. 1, léth Revised Sheet
No. 6, lith Revised Sheaz Nao. 7, l2<h Revised Sheez YNe. 8,
llth Revised Sheez No. 9, 25%h Revised Sheet Ne. 24 and 104h
Reviaed Sheet Nc. 215, increas:ing ncn-residential rates for
natural gas sesvice in :l-_“c 2, and sa’d ratss are permizzad
0 beccme effective £3r service resnderad on o afzer the datze
of this QOrder.
wa=-I_l:.ncis Gas and EZlecezic
.2. No. l, i7%n Revised Shee=
, iLncreasinc the rates Igr

H

o ) O

Company cates designazed as IL1.

. IT I35 TURTEER QRTERED that
No. S5 and 8th Revised Shee: No. 2
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regidencial nazuxal gas servize iz Illincis be, and the same are
hersby, permanently cancelled and anxulled, and Respondent

is herebv authorized and directed to file wizh this Commission
revised schedules of such rataes =¢ prav.de additisnal operating
Tevenums fcr residential marural gas sesvice is Illinois of
$959,000, exzlusive of the 2% State add—on =axes. Sald new rates
are =< beccome effective oo all residential masural gas gexrvice
rendersd by Pagpondent in Illingis am or after the dats said

rate schedul.s aze placed on file with thias Commissicn.

IT IS FURTEER ORDERED that izntarim rates Ior natural gas
service in Illinois allowed o becche af ec-'va by wizwue ci
ar Ozder on Motion for Interim Rate Relief ensezed by =Me Coomis-
gion November 6, 1974, be, and %he same are hersby, permanenzl
cancelled and annulled effactive at such fime as new Tate schedules
Zor aatural gas service, f£iled pussuans Lo the provisicns hereodi,
are permizisad to become effective.

IT I5 TURTHER ORDERED tha+t intarim elec::i: secvice Rates
141, 142, 145 and 1523, allcwed =g beccme eflective by virtue
of an incerim order in +this proceaeding anterad November 6, 1574,
be, and %he same are hereby, pexmanencly cancalled and annulled,
affgctive ar such time as naw raze schedules focr electric services,
filed pursuant tz the provisicans herecf, are permitied to beccome
effsctive,

I 15 FURTHER ORDERED that Iowa-Illinocis Gas and Slectexic
Company be, and is hereby, authorized and directed =c file
with thig Sommission revised schedules of rates in aczsrdance
wisth =he provisioas of Finding (20) hermecf, to provide cpezating
Tevenues and oOperaiing inccme as set forth in F‘td;ng (13
hareof; saii rates are t©o baccme effective for all slectzip
servize rendered by Respondent iz Illinois on or a_. r the

te %aid new rate scheduyles are placed on ZIile with =his

Coumoissian,

IT 1§ TURTEER ORDERED that Respondent submit to the Commis-
sion on or befsre January 1, 1977, a Qost-of-Service Study for
providing electsic service in Illincis., Belfore iniciating said
study, Respcndent iz dirmczed s consult with the Commission’'s
Electric Eng_nee ing S5taff zo dezarmine the procesdure and method
2or making such Cost-af-Servica Seudy..

IT Is TURTHER QRDERED zhaz any cbjections and moticns
made in zhis proceeding tha: Temalin undisposed of ghall be
considered disgosed cf 4in a manner sonsistent with the yltimase
conclusions contalined herein,

By Order of the Commission this 2lst day of Auguas, 1375,

(SIGNED) MARVIN 5. LIZDERMAN

Chajirman
RLY:ams

(S E AL
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IZLINQIS CZIMMERCT COMMISSICN

Iowa-lillipecis Gas and Zlectric Company '
7E=007S

Y

Proposed general increase in gas and elsc- :

Tig ~ates,

e}
{7
(18
i

Bv The Commissien:
On Januany 1L, 1379, Iswa~Illinecls Zas and Ilectric Company

{ "Respeondent”, “Company! or "iowa-Illizcis") filed 2nd Revised Sheet
Ne. 1, 2nd Revised Shee: No. 4, OTriginal Sheez No. 4.1, Original
Sheet No. 4.1A, 2nd Revisad Sheet No. 5, 2n¢ Ravised Sheet No. 6,
2nd Revised Sheex No. 7, 2nd Revised Sheat Ne. 8, 2nd Revesead Sheecn
No. 8, 2nd Revised Sheet No. 10, 2nd Revisaed She=t No. 11, 2aé Re-
vised Sheet Nc. 11X, 2nd Revised SheeT No. 11C, 2nd Revised Shee+
Ne. 12, 2nd Revised Sheet Nc. 13, 2ad Revised Sheet No. 21, 2nd Re-
v.sed SheesT Noc. 22, 2nd Revised Sheez Ne. 22, of ius Ill. C.Z. Nc.
§ - ZlacTzic, Criginal Title Sheel, Criginal Sheet No. 1, Oziginal
Sheet No. 2, Original Sheet No. 3, Original Sheez Nec. 3A, Origznal
Sheet No. 38, Qriginal Sheet Neo. 3C, Crizinal Sheet No. 30, Origi-
nal Sheet Ne. &, Original sheet No. 7, Criginal Sheez No. 8, Or:zg-
inal SheeZ N¢. 9, Origizal Sheet Nc. 10, Original Sheet Nec. 11, Orig-
izal sheet Na. 11A, Criginal Sheet Nc. 1I, Original Shest 12A, Orig-
inal sSheet No. 13, Cruiginal Sheet Nc. 1334, Criginal Sheet No. 13B,
Tigina. Sheet No. 20, COrigizal Sheet Nec. 21, Original Sheet No. 22,
Original Sheet No. 23, Original Sheest No. 24, Crigznal Sheet ¥No.
244, Qriginal Shaet No. 248, Original Sheeaz No. 24C, Or:iginal Shestr
No. 240, lst Informaticn Sheet Supplemenzal To Sheet Nao. 24, of

its ILL. C.C. Ne. 7 - Gas, nhersinaftar r=ferved =2 as "Filed Rats
Schedule Sheets® in which i1t proposes a general increase in gas

and electrlc rates in its Il1li1n0lis service areas effective
Februazy 11, 1e73. -

ad -t~

Notice oI the proposad increase in gas and electric ratss was
pestead in Respeondent's husiness offices and putlished in newspapers
ef general ciztulazion in tne Company's illincis sezvices area, in
acserdance Wit the ragulremants of Section 36 gf YAn ACT concerming
public utilities, \as amended, (Ac:; and the provisicens o General
Qrder 157 of th:s Commission.

Examination of the filed eleciric and gas rate schedule shaats
resuliad in 2 determinaticon DY the SOmRISSiOn to entar upen hearings
concerning the propriety and reascnadlaness ¢of the Company's exist-
ing and proposed zaziff, and that, pending such hearing and deci-

ion thereon The proposed filed gas and =lectric rate schedule sheerts
should not be allowed o become effactive. Orn February 8, 1978, the
Commission entersd an Qrder suspending the afieczive date of the
fiied electric and gas rate schedule sheezs tc and ineluding June 10,
1978, and on June 7, 1$78 resuspended sa.d rats schedule sheets to
anc includéing Decemter 10, 1578, in agzoriance with The provisions
¢f Section 36 of the Ac:.

Pursuant s notice, as shown by the docket sheets maintained by
the Secretary of this Commissiorn for purpeses of This cause, as re-
guire=d by law and the rules and raculations of this Commission, tThe
laltial hearing was scheduled and held in tois cause on March 24,
1978, pefore a duly authorized Hearing Examiner at the ofiices of
Tthe Commission in Springfield, Illingis. Respondent and $taf aem-
Ders of the Commission's E£ngineering Seszion, Pelicy Analvsis and
Researzh Sectiien, Conservaticn Section and the Aczounts and Financs
Section entered appearancas at said initial Rearing as well as all
subseguent hearings.
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Various persons and entities fi.ed petitvians seeking Leave oo
Interveze In €8s cause many of which wers grantag by Qrier of the
Commission as shown DY The docke: iz this zasa. Quad-Cities Cop-
sumer EZnergy Council, reprssenting marcy of The IsTarvenors, and the
Department of The ATny wers rapresented and par<:icipated fully as
intervencrs. OTher Intervenors participated from time to Time at
the 1niTial heaTing and 3t varicus subsequent hearings held in zhig
cause, On Septamper 14, 1978, fthe cause was marked "Eea-d and
Taken" by the Hearing Ixam-ner assigned tSharets,

Cco June 2I1, 1978, subsequent to hearing and consideration of
She existing Iecsrd, he Commission entarsd a Denmial Crier on Re-
spanden<t's MoTion for IoTerinm Rate Reliefl for Gas Serrce Siled

Marzh 24, 1978.

T the request of the interested persons and Quad-Jities Con-
sumer Znergy Council, lccal hearings wers zeld iz public buildings
A2 Whe municipalities of Rock Island and Moline, Illimeis.

On November 8, 1978, the Commission granted gertaiz requests
Zor Oral Argument whach was beld and on Ncvember 20, 1978, marked
YHeard and Taken under Advisenmenz."

The record contains a detailaed analysis of the Company's op-
erazion oI the year ended Degamber 31, 1977, prior vears and a
forecast ¢f gperations for the year ended Decamber 31, 1578, the

Tiginal c¢ast of the Company's plant in service, tage<ther with as-
soclated acirued deprecliation applicable o the detarmination of
Respondent's rate base, the cost of money and 4ther matoars relat-
2n¢ To rate of return for like periods of tixme.

NATIRE QF COMPANY'S OPIRATICN

The Company is engaged in the business of generating, trans-
BITiing and selling elactric energy and diswriduting and selling na-
Teral gas. Elecuiric energy 1s diswsibuted in the municipalities of
Rock ls.and, Meline, East Meline, Illinois and in Davenport and
Betlanderi, lowa (known as the Quad-Cities ace=a), in Tort Dodge
and [owa City, lowa, and in certain adiacant communities and sur-
Tounding arteas. Natural gas is digtribuzad in the aforsnamed com-
munizies apd in Cadar Rapids and Outumwa, Iowa, and certain cther
munlcipalities.

The total electric service area includes approximatsly 1,350
Sguars miles with a pepulation of $25,000. The gas service area
has a pepulation of about §00,00C. About 29% of the Company's =lec-
LIic revenue and 28Y of ius gas rsvenue for the calendar year 1977
were derived from [llinois operaticns, the remaiader fzom lowa oper-

eons. For 1977, Sl% ©f gross operating ravenues wers derived from
electiric operations and 49% from gas speratisns. At Decsmper 31,
1977, about 72% af the Company's property aczsunt (statad at esst)
Tepresented electric pIoperty, 24X gas property and 4% common prop-
erty.

Thers aze about 162,000 electsic customers, €3,000 aor 39% lo-
cated in Illincis and 100,000, or &l% are located :n [owa. Gas cus-
Tomers total about 210,000, many of whom are alse electIic custom-
&I5. About £2,000 or 30X ¢f Respcndent's gas customers ars located
in Ill:ineis and 148,000 or 70% in Iowa.

The Company has two wholly ovned fossil-fuel steam elegzri
generating stations. Cne staticn is locatsd in The City of Moline,
Illinecis, and is galled the Moline Staziosn. The othar staam alec-
toic plant is locatsd oa ths Mississippi River in Bettendor?, lowa,
and is called the Rivers:ide Stazicn. [n addition, Respondent has
a 295 undivided intarsst in Unit Nc. I at the Neal Generating Sta-
ticn located on the Missour: River near Sioux City, lowa, and op-
erated by Jowa Public Servigcs Company.
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operating reavenues of the Company and o mimimiza =hat effect upon
the Dills T2 customers. The percent Incrsases By class of cus-
tomer ars 8% for rasidential customers, 7.9% for commersial, 7.7%
Ior commercial general customess and 7.8% for all gther rates.

The largesT single incr=ase fcr any rate classificatiorn is to intaz-
ruptitle customers of 16.2%. For poneiztarTuptible customers The
larges<c sincle Increase Zor any rats is 10.3% for Commercia. Beat-
ing cuszomers LT Ar=a B, - :

The Commissicn is of the opinicn Ihat the propessd changes in
the Company's carii, relating tc gas servics snould be approved
3 the extant of the gas operating ravezue level approved herain.

TEST YIAR

The Cocmpany propesed usge of a 1978 o
for rats making purposes. Respondent's in
daza whish would enable the Commissicn o utilize a faorecast tass
year period for 1978. The exfiibits were updated in Company Zxhibis
36 with a revised forecasT for 1978 based upon six monohs acTual
ané six montis estimated data. Exnibit 36 was idenwified as an ex-

iLit by the Company one day befsra tils cause was marked "Haard
and Taken" v the Ixaminer; mambers af THe Commiss:ion $=aff had re-~
ceived a Sopy pricr theress. Respondent suggested That any new
rates allowed TO become effective by thls Commission would probably
neT be affesztive until The beginniag of 1879 and that use af a 1375
test year would net likely reprasent czndicions in 1479 to whicn con-
sllenis any new rates wou.d applv. It was ¢ontended by Respandentz
that "Any use oI 1977 adjusted data ir the determizaticn of the ap-
propriate revenue level sphould be in conluncTion with the foracaghad
1378 year enc capitalization ané compesitle <osT of gapital" (Ini-
Tial Brief of lowa-Illincls, Page 10).

T2cast tast year period
2223l ex2idiis gontained

Thls Commission has in the past made use of forscasis based
upen some poIfilon of acTual operating data for tast year purposes
in the determinalion of the just and re=asconable nature af ratas to
beccme eifectiive for futurs pericds. Exper:iance in the use of
forecast test year pericds by this Commissicon has indicated a lack
of cznsistency and uniicrmity in the submissicn of rate juswifica-
Tions of public utilities sublect To tThe jurisdicwion aof <This Com-
missicn; The Commission has determined tnNe 2CCISLIiate tast vear on

4 Tase by case basis.

The Cempany alsc included data which would snable this Commis-
sicn to adopt for rate making purposas a test vear ended Decsmbper
31, 1977. Actual operating data, available for This time period,
was adlusted Dy e Cogpany for known changes. Actual eperating
data for this pericd corresponds to the Form 21 Annual Report of
Responcent f:iled wish <hlis Commission ApTil 4. 1978, and enables

4 cumparison and proper revisw to be made.

The Commission is of the cpinion that use ¢f a pro forma test
year encded December 31, 1977 hased upon aczual eperating data, with
certain approved adjustients will enadle this Commission and 1%s
Stalf o provide the necessary review and analysis of raquested
Tats changes in a meore meaningful and expediilous manner.

RATZ OF RETURN

Respondant presentad <the tastlzony o0f %twa Wilnesses ralavmive
TS the rate oI return which Jowa-Illincis should be allowed zhe op-
perTunity o earn eon the used and usaful proverty allaocated and
- T3 -

ded2cazad in providing §as and elecTric service T 1ts lllinels con-
Sulers.
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Ffor non-rasidential cusIsmers: Rats 183, Commerzial Space
Heating; Rate 171, Commer=:zal Industz:ial General; and, Raze 186,
Large Use, ars belng consolldated inTs a pew general sarvics rats
applicable o Service Area A. Iz addizicn: Rate 193, Cammers:al
Space Eeatiag; Rate 192, Commerzial Ingdustrial Geperal: and, Rate
186, Large Use, are being consclidated ints a siangle general ser-
vice ratz applicatle tz Servige Area B. It should be pointed out
Thart Iowa~Illinols has Two raves for svery class ol sarvize it pro-
vides. <Class A service is for customers within Rock Island,
Mcline apd conusgucous Tersitary and Class 3 service s far rural
Type SUSTomMers oI 1o The small outlying wowns. These -ate sonsol-
icdatiops are being proposesd at This Time because the racent large
ingreases in the Purchased Gas Adjustment lavels have caused the
overall rates.tTs esgalata To a2 polint whers the A:ference betwesn
the rates belag czosolidated is less than 7)) for customers using
more tuar 500 thnerms per month. Rate csnsolidation will Freazly
simplily the Company taroZi and will reduce The number of mezars
the Compary must sreovide. Scome of The rates ass restricted oo
speciliic uses sc Thal some cusTomers have pare thar cne meter To
obtain The servics on the most advarntagecus rate fgr whigh it
qualifies. The Company estimates approximatelvy 250 custsmers have
multiple meters which will pe =l:iminatad by the proposal. A cus-
tomerl charge will also be applied To cusIomers recsivilg Sesvice
under these classifications.

The Company Is alsc prspesing a ravisien of its BTU adjustment
rider. AT the present time, the Campany saloulatss The 37U heat-
ing value factor Tz wwo decimal plages per hundred cubic fest, The
galculation 1s not rounded; the last figurs is dropped in all cases.
The Company 1s propesing o make the zalsoulaticn o three decimal
places per huncéred cubigs fset whicn will iacrsase the amount of
Therms billed to <ustomers. Based upcer aczual heating values in
teasT vear 1977, the Company would have pilled an addisicnal
459,33% therms to Iis customers. In tde Zompany's rate analvsis
wazk, 1T considersd that this addizional 43%,333 therms would be
scld to Customers and The ravenues U5 De producad Dy these sales
are ilncosporatad lnto the proposed Isvenuss in Thils rate procsede
ing. This calculation reducad The fevenue reguiraments nesded
f-om the basic rates.

in addizion, under Rats 188, Limized Period of Tirm Service,
a refund provisicth 1s incorporataed by which 5¢ per therm scld
to Ratas 188 customers nust be raiundeq doizestly to all £imm gus-
tomers served by Iowa-Illrneis. AT the Iime The rate was estab-
lished, tThe Company had %he gpportunity Tz purshase gas I-cm 1ts
suppller gn a I.mited temm hasis. lowa-Illinols wanted T2 take
the gas but could nct dedizate Lthe gas T f.o3 servics duye o &
lim:Zed terzm nature. The Company developed Rate 188, Limpitad
Sarvice to sell this limited term gas. The cnarges under the rate
wers . .5¢ per theIm higher than cthers razas, but, lower than alter-
nate fuels to the potantial Rate 188 custcmers. The refund provi-
sion was developes to dispose of The added revenue anove Lhe mar-
gin of other ratas. The refund provislon sharass the axTra earn-
ings Wilh customerss. lowa-Illinols states what as a result of thi
rate proceseding, 1T may now adjust 1is ratas T lncorporate the ac-
Tual Rats 188 effsct inta the basic rate Zesign. In 1977, 582,563
was refunded Ts customers under Thes reiund provision. The Com-
pany‘'s rate design considess the 562,583 as revenue on the basic
rate design. Iowa=-Illincis propeses delaz:on of the raiund provi-
sian 0 Rate 1R8.

-

-

1
-
-

20ns have been madse 1tz The tarifis such as
encas tos dual fuel service as that service

Other mincr bl
ted for a number ol y=ars.

the delezicon o T
has nct bean prov
The overall basic rate design intent of the Company in thi
matisr was Te lncoesase The 1nillal Dlocks of wie ratss mere Than
the end block of The rates to MInimlze The wealler effsct upon the
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The Cam:apV's ArTizles oI InCorporaticn ZonTain as a regquise-
ment °h £aTZings must De :% Tipes the sun 3% aznual inzteress

cﬁa:~=s a“c dividends on cumulat:ve preferrad shares, 1ncluding
a:es _o be lgsued befors the Company may issue cumulazive
T=d gTack.

Such provisicns aIw not uncommon in the uriliey industrv and
ars found in the financing agTeements of ncn-regulatad entities as
well., Such restrictions, if rsasonable, assure s Commissién,

the investing pucli.s as well cusTomers Tnat Ine Company will net
act izprudently in the Issuancs o‘ securiTies which cauld pessikly
impair Wie fizancial ilntegrity of Respondent and theraby adversely

affact "ne servizes %o De aczorded o _x;s:;:g and fusurs cusTomers.

1]

The Company Vice<Prasident conftended that i relationship exists
betwesn long~Tarm debt intersst and the returm esarmed oo The comman
egulTy porIien of Resoendent's capitallzatioen; a relationship im-
precise In nature. The wilness DV example suggested a method %o de-

Termine the CetuIn on SomMMOn egquUilTy Nece=s5aSy TS assure a particular
icng-tarm dent intarest coverage. After ax_ng iats account those
matiars se&T Iorth in hls testimony as well as his determined rela-
Tionship betwesn desirable cowverage of lang— 22 debt intarsst and
TeturT On Sommon egully of The C:mparv expectad To De azrned by Re-
ssondezt, he wilness concluded ThaT 3 reTurn on sgulty of about 18%
would De necessary Lo enable the Company "o financs :eeced consTIuc-
tien and sailisiy Customer STeguirements in an economical mannes ™t

The Commission has examined the Stalistical Supplement {1876
pukiisned by Iowa-Illinois (Respondent's Zxnibit 20) and ix partic-
ular wie financial vazies indicated at Page I Tnerscf. The

tatistical Suppliement provides operatlonal £azta and '"'a'm ion as
well as financial dazta forx il year period Sommencing in -9ao and
ending fcr the vear 1976,

IT may be opserved That while earnings per commen shars and cash

i1vidends paid have increased dusing that tize pericd, The CZcmpany
has :ra‘a....'i'a”:u:f4 a4 dividend pay-out ratio whicn has been fairzly con-
tant. sSuch fact weuld indizate that the Comtany has paintained a
reasonable dividend pollcy that has besn acctettatle o The investing
putlic. Only in Ine year 1971 was the Zeompanvy raguired T pav-out
as much as 8%% of i1tus earnings per shars in cfZer o meet its usual
<rvidend. The Company has sonsistently re2tained about 30% of its
earnings available for dividends to assist 1n previdin .be cap;.a-
required Ior anticipated growth as well as incrsased demand of ex-
A5230¢ customers.  The Commissian 1s af The sginion that Respondent
has Desn prudent in 1ts dividend policy and falr toc 15 investors.

n the ambedded L.osu of
Tate was 3.8%; it

76. The sanme has
av

C{ more sericus note, i1s the inecrsase &
long-tamm dedt. In 196é the embedded jntsrss
has increased steadilv tec 6.8% az the end of
besn true of the emnedded dividend rate of preferrsd and praference
shars such embedded cost dividend raze having steadily increased
from 4.‘- in 195¢ to B.5% in 19786. The inflazicnary ::~qd aof our
econemy is net only disclosed by the increase in ©2sT of goeds and
servicss experisncad by every individual but is a.so apparent from
e severs :ncreass in the c©ost of mcney necessarily ostained by
urtilities ragulated by this Commission.

-

gas and elacTris ulllitias (50% leng-Temm debt - 13%

o a
22 and prelersnce spares - 33X common eguiiv).

Icwa~Illinois is new maintal aing a capilalization stIucture
C-csely appriximating that "mule of thumb” sTructure usually ag-
ceplable o e Ilnancial and utility communities as well as reg-

While The long-term deot component, determined by cambining the
firs: zcrtgage borc and dezceniure raTiof SNOWD 1N said Statistical
Suppiement, of tne Company may well have apcrsached an unaccsptaple
hzgn liziz dusing the vears 1963 <nrougn 1972, Respondsn:t has prop-
erly decreasec the dedt component steadily since 1372 ts S50.3% of

its zoptal capizal o 1977,




78-2C7

in

_ The president of an independezt consuluning Iirm specializin
1n rate of return, inter allia, testified as an expert witness on

—— e beha.fl of the Company. The withess util:ized "tctal enterprise cap-

- izal stoueture ratios and realated fixed-capital CosST rates." as a
basis for nis cpinien regardsing a fair acd resascnable rate of ra- .
turn for tThe Tompany's Illingls operatisns. The Witless raviewaed

recent financial history and certaln financial ratios of Iowa-Illi-
nois as well as those 5f other utilities for gsr:ain perigds of
time. In addizion., the witness studied market dazta 2f Moaody's 24

- Public Utilities and certain gas and elecsric ytillizlies allegedly

"  copparable to Respondenz. Statistizal information and daza concsmme-

ing €2r7ain nen-regulated enTAITrises was alsc emploved by the wis-
ness 1n adepting a camparable artiags aporoach and Lo an attemps
te ave:rd gistular reasoning stated to be "raplicit i1n tRe use of
sarnings/hook ratios for other utilities,Y as a3 test of Mis coanclu-
siop cf the market wvaluaticn of utility staock.

After making a aumber of calcsulations based on operating statis-
tical data of the Company's electric and gas operations and total
Company operations as well as the judgment and exper:iance ¢f the
withess, 1T was the gonclusion of the witness that The rates pra-
parsd by the Campany should de allowed to beccme effagizve since
UYThey producs CeItuIT Ials Qpportuniiies That ase SLVIOUSLY nol ex-
cessive "

Respondant's Zxhikit 28, Schedule 21, Pages . and 2 disclese
cosT of capital computations made by the comsulting Iirm witness.
Subject %o the gualificatziens set farth by The witless, tae gverall
cost of capital of lowa=-Illinois was ofined tz he 11.26% actual at
December 31, 1977, and 10.29% astimatad at Decembper 31, 1875, if
the Company axperienced no aTITLILCh OF Isgulatery lag, among athes
things. Somewnat higher rates ol rsIurn wers considered To be fair
rates oI retush Dy the witness oo rate-maXing puspeses of this case.

The witness included Delerzed Job Developmen:t [nvestment
Credit (JDIC) in commen eguity when he calculated his overall cap-
1tal costs set Zarwh above. In cross examination swali established
that such inclusicn would be contrazy to the provisions of General
Orders 17¢% and 180 ¢f the Illinois Ceommerze Zommiss:ion and that
sugh lnclusion weuld not be ragquired by tne Internal Revenue Code
or the Regulaticns appertaining thersta. Owverail capital costs,
of the Company excluding JDIC, would pe 10.08% at Decamber 31,

- T

1877, and $.99% estimatad at Decsmber 31, 19%7B.

pondent was its

The second witness testifying on benal? af Re 2
2 ¢l The Com-

Vice President-Tinance, who also serves as a Dir o
pany. The Vice-Pragident testiiled in Zezall as o the . iinancing
reqguirements of the Company fpr the forsseeatle future. A matier
of primary concerm, in the opinicn of the witness, 1s the Company's
ability to choose between long-tern deot and eguity Iinancing at
any poiat in time as well as Tae abLliTy To have aczess Iz gother
methods of obtaining necessary funds for the lompanvy's c¢perations.
The witness indicated that under cerfain indenture coverage agree-
ments, the Campany is prohibited Irom issuing additionmal firs:t
mortgage bonds unliess earnlngs belsre income taxes ecual at leass
two times intersst on the £first mortgage bends, including those
propased Iaor issuance. A sinking fund derenture agresement provides
that ne long-term dent can be issued 1 earmings altisr ilncome taxes
would De lass than twice The %total long-zta2rm dest intersst require-

-~
-
-

Oy in
4]

ment altar the proposed issuance. Ther lizztaticns as well arce
imposed by The agresements.
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The Zammissicn, having considersd Zhe entirs recosd ral ating
T2 rate oI reTuim and delag mindSul gf The Iizansing e :::::;cns
With WRiIZDZ 134 lompany must oomply when Seesking addizoczal funds
is 5f the opinicn that a rangs of retus2 on The CZompany's Ssmmon
equity of betwesn 11.00% and 13.00% would be fair and rsasonanle
To perz=iT the Iompany o earz and at the same Time be fals Tz the

rate pavers.

INTZRAVENCRS
EOLS At

‘ The Commission bhas examined the Appeal of Rulings by Ixaminer
filed “c-~be* 2. 1378, on benalf a2i the Depa._:e“_ 0f tha Armv.

Wilth respecT T2 Lhe Sontention of counsel e Regulatgry Law Qf-
fizs 3f the U.S. Ay, Legal Servics Agezcy, ar axamonatiof of the
docket sheel in thils cause and the documec®s prapared by the legal
arm of Tnhe U.3. Amay do 29T reveal a fommal Petizian wo Intarvens
£iled on benali of ary J.5. Govermmental agency axiepT The Depart-
ment ¢f Armv. It would sean that L5 other gocvermmental agencles
had am Inmzazest in thos p-*aaedzng, a formal reguest for izterven-
tiom gsuld pe Iilad.” This Commissicn has an c:l;ca:;cn o Teguize
PrOSpaciive INTEIVENCIS TS establisgh thels identiczv and diszlaose

The Intarsst ney may have in a gause before Inis Zamemissiso.  This
is. and snoull De, required of a govermmental agsncy as vell as any
privaze enzizy or ind:ividual. ALl ;a::;es T2 2 cause hDave 3 Iighkt

0 knew the 2xact ldeniiiy of the ¢Ther partifipants to the cause.
3 .

On =,.-~ hd T - g Tl A - T-n-g-—'pn--c Y L]

. 2308, Tne Illing date cf tThe later Pazition of
e Department I The Aray. =h iden:;:y and iztsras< of other
goverTmantal agensles was ~ot made Xnown. The seculatary law aol-
fice has nct ve: formally provided a filing an;:z woculd dlsclose
The ldentizy of otiaer agencies and the inTerss: ~ie same may have
in this proceeding, all as reguirad by the iles of p?ac“"e -3d
this Commossion. Additicrally, couasel for the Department of the
Army congaded %hat i made nc substantive &iffsrance :: loterven-
tion was lixzzitsd o :he Departhment of the AzmyY. Foer all these r=a-
sans, ;n:::ve-::cn is allowed o the Depar=sent of The A::V and not
whe Derartment 9f Dafaense,

The CZomalssion nas examined the recsrd Telating :: the “-s“-

mony and exflitits of wothesses appearing on benal. of «he Des
men: 0f The Ammy as well as those submittad by withessas s:*“v-

3¢ on senall ¢ zhe guac-CL:;es Consumer Znergy Ssumenl, incl"ding
al, cfilers ol prooi. The Commissicn is of the ope a;cr ._a: the ex-
€lusian of evidence offared by the Quad-Crzies Consum T IneIgy
Qouncil and = artmens of The Army was ln erres anh finds that.
the exziuded Ce 1s admigsible and is herscy made pa:“ 2f the
recsrd of ev upen which this Commissicn will felv 1n rsache
310G 113 dect Ln this case. lacluded as adwmittad cvidence is
the 1378 ¢os ervice study made by Gilbert Management Cansul-
wants.

_ A Department of Ammy witness, testified as a "csnsultamt in
Engznee::ng and Zgsnomics Analysis," and used ag The --;za:v bas.is
fc' Ris conclusicns the "lowa-lllincis Gas and I.eczric Company-
1976 Tlectric Cost of Service Study-Illincis Jurisdiczicn.® The
s:udv was pericImed by Gilbert Managemens Consullants under the
pIovisions oI an order entered by this Commissisn iu Docket Nos.

59318 and 76-014C. The witnass cdraw canclusien Tam The study
Whiclh are net netessarily justifiad. Cost of se:v‘ﬁ= studrag arz
best ara adéviscry and me::;y an examinatien ¢f avallanis Zata =5
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MidAmerican Exhibit 8.1
Page 75 of 654

M

—




78-3C7T3

) The C:mpany's ability to attair and paintain a reascpable cap-
it3l strucTure is evidenced my The statistical Supplsment and the
ab;l;bj of Respcncenh Lo reduce the debt compenent Tatio of 1ts
capitalizazion.

An examination of Respondent's Exkihicz 14, Page 2 of 2 would
indicate that the Company 1s yeT able to obtain pecessary funds and
a’ the same <Time maintain ac~ep~ab e capltalization ratigs. GCap-

iz ’-*a 2on at Decamder 21, 1977, adiusted for the Mavsh 1978 Pref-
e:enc: tocck Issue, is as follows:

ITEM RATIC

Long Terzm Debt 49.3%

Preferred apd Prafersnce Stock 14.3%

Common Eguity 36.4%
pIGTIN

Capitalization at December 31, 1978 is forecast to be as fol-
lows:

I T2
Long Term Debt 50.8%
Preferred and Praference Sisck 12.8%
Common Zguicty 35.7%

;oG:éi

The capital stzucture and the cost rates and resulting com-
posites custs {excluding the rate and cost of commen egquity persion
0f the .atal capital structure) at Decamper 31, 1877, which include
the na:-h 078 private placsment of $11,500,000 principal amount of
7.90% Serieg Preferance Stock, ars adepted by this Commisszion for
rate mak_ag pu*poses of this case as proper compepents of a4 reason-
able cost of capital computation indizating Respopdent's cost of
can_.a-, pro formma. for test year purposes. The gomponents are as

lows:
Capitalization .
December 31, 1977 (Adiusted fzr the Marzh, 1978
Prefersnce STock lssue)
{SQ00 Cmaitted)
Composite
Cast of Cost of
Descointicn Amcun<t Ra=is Capiztal Can§:al
[ {2} . Y {4 {3)
Long=-Term Deb: 227,18¢% 4%9.3% 7.08% 3.49%
Preferred Stack 20,006 4.2 5.96 .28
Prefarsnce Stock 45.800(2) 10.¢C §.85(1) .87
Total Long=-Term Debt and
Pfd. and Praf. Stock 5292, 989 £ .6% 4.72%
Common Equicy 167.7.8 16.2
$380.707 100.2%

{1} Includes the Margh, 1878 privats placement of
S1.,5Q80.0C0 principal amount 7.9C% Series
Praierence STock.
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The Commission is of the cpinicrn that The foregoing cperatiag
resulis and expeciad rates of rapurm ase falr and reascoable and
the rat=s approved hersi=s which would reascrably enable Respondent
%o obtai IScse operatig results ares Iair, just arnd masonable and
should be alloved ts become effective £0r gas and electizic service,
on and after the dates said rate schedulss ate placed gp file wizh
this Commission.

ELECTRIC NCN-CTRISDISTIONAL ALLICATION

Ao Aczounis apd Finapces faczion stall member testified to a pro-
posal which would <hange the mpethcdology whersby the Jompany deter-
mizes the acn-jurisdiciional allecation for electTic rats hasge and
cperating incame 11 Illipcis electric rate procs=edings., Non-juris-
dictional refsrs to the SherTaxd Power System: Tthe wholesale rates
Iowa=lllzngis charges to Sherrard are determined by the Federal En-

5y Regulatary Commission (FERC). Cuzzenzly, the non-jurisdictional
calculations in Il.ilois electzic rate proceseqings reflect the re-
lationshiy of Illincis nop=juxisdictional elegtisigs ravenues to

total Illinois eleciric operating revenues, %afi's propesal would
requirs the Company o perxfcrm a cost of servics study in Illinois
electric rate procseedings, exactly .as they would fcr the FERC, onm

the Sher-ard Power System. The Commission is ¢f The opinion that
Stafl's propesal to change the allocation meThod currsntly used in
l1llinais electric sata procs=edings, is fair 4cd reasgnable and
should be adopted.

The Commission, hRaving examined the entizs

and now being fully advised iz The premises, 1ls ¢
and finds that:

scard harain,
-

-
& e

the opisign

{1} Iowa-illincis Gas and Zlec==iz lcaopany, an I1li-
Dols S2rporatisn, 1s engaged 1a the generatisn
and supply of electiric energy and zhe disteihution
and sale cf gas in Illinels and elsawhers= and, is
4 publ:ic YTil:iTy within a meaning ¢f an Act en-
Titled "An ACT copncerming putllc utilities,” as
amended;

(2) the Cocmmission has jurisdiction sver Respendent
and of the syublect matiar herein;

{3) on January ll, 1978, Respondent filled wilh this
Commission Flled Rate Scgheduls SheeTs conzalizin
rats schedules and other tariif provisicns by
wihich 1% prsposed cgertain changes andé a general
incIzase 1n gas and eleczrig rates far various
classifications of serrice, eiiective February
11, 1978; said taziif fil:ing was actcmpanied by
an 4appropriate supplemental statemenI in accsrd-
ance with the fules of the Commission:

{4) due notice of the filing of said Filed Rate
Schedule Sheels Was goven pursuant 3 law and d

the rules and regulat:ions of this Commission;

(5) on Fehrmuary 8, 1978, the Commissicn suspended
The proposed T.led Rata Schedule Shes=ts T2 and
including June 10, 1878, and on June 7. 1978,
resuspended said Filed Razte Schedule SheeZs to
and lncluding Decsmper 14, 1978, all in acczord-
ance wllh provisions of Seciien 38 of The Act:

{6) mnotice of the iniTial fearing held in this cause
was malled by the Secretary ¢f the Commission to
Respondent, The Mayors, City ATisriuey, and Clergk of
the munisipal.illes located witiin the Company's

-2g-




Jurisdictional ope’a:ing elecizic ingome ¢f 514,177.00C and
gas ¢peraiisg Ilncome of 2,146,000 and a gompiasd operating izcome
of 517,322,000 would result in the f3]lowizg we%utd qn the raspec-
tive origisal cost rate bases appIroved hersinm .

ILLINQIS CPERATT
PRO FO§E§ °Rﬂ=cs§§ RA-_-
= E= DelEMEER L. 1377

DescTiotien Retummn
Illineis Gas Operations 9.73%
Illinois ElectTic Operaticns 9.92%
Camblned Qperations 9.89%

The Commission is of the opinien that such amounts of oper
‘ing income and the resultant retutns on the Tespective original
=ost rate bases appraved herein for rate makiag pu:pcses would be
excessive, unfair and unreasonable and the filed rate scheduls
sheets proposad by Respondeat's Januasy 11, 1978, filing wnizh
would producs such operating results are thersfore un>-sascnable
an?xugjus’ and the same shouyld be permanestly cancalled and an-
nulled.

The Company should be raguized TO prepare and file rats scﬁeﬂ—
wle sheels gontaining new rates znca*po;at.ng the new rates can-
fained in Appendix A, attached heretc and cimpiying with "“e oTner
tearms and praovisicns of This order, w:;c* when czmbined wizh the
remainder of the tariif of Respondent applicable to gas ard alaC.
roic service will prcduce elactric operating ravenuas of 555,414, coc
and gas operating reavezues of $38,252,000, which amounts include
the 2% add-on utility tax.

Such rates will reascnably enable the Company to achieve the
ollowing operating re=sults if pew raztss are allowed To become ef-

ILLINGIZ UTILITY JOPEZRATIONE
{Q0C Cmtzed)

iaols Illinois

TTY A

Gas Tlacizic Comnined
Partieulars Operations Qperations QueraTions

Cperating Revenues 538,252 $56, 414 S 94,5868
Cperating Ixpenses (1) 3,281 42,487 77.738
Cperating Iacsme $ 3,00% 5.3.927 T 16,928
Less: Non-Jurisdic=ional 670 870
Jurisdicticnal Qperating lncome S 3 001 513,25, 5 ip, 238

(1} Includes Federal Income Tax compyzaticls at 1979
rates.

The Commission is of the opinicon that Iowa-Illinois could be
expectad T3 atiain the fcllcwing rates of returT on the or:ginal cost
Tate basas approved nersin if rates approved by :“-s order were 1n-
corperated wnto the zariif{ of Respondent applicable to Illinois gas
and electIic customers.

Particulars RezurT
Illinais Gas Operations a.28%
Illinais --ec’-*c Cpe:a:;cn g.29%
Combined Cperats §.28%




(13)

{20)

MidAmerican Exhibit 8.°

78=-32C7%
Page 78 of 65+

the R:spcnder.‘ should be required %5 file sliscr-ic
rate schedule Sheets —anha.“.ng Tates that will

reduce arnual coperating ravenues of apurcx.ma*-’v
$56,414,000 and rmsulT in annual jurisdicsional
operating income of approximataly 513,257,000 for
its electric operatiops in Illinois, and such an-
nuzal jurisdiciicnal operatizg imcome would, in
TurZ, provide the Respendent with a rate »f rsturm
of approxomately 5.28% on the QOriginal Cost Rate
Base of 5142,856,000 as set for=h In Find:ing (11
hereoci; sych amounrs of ¢perating ircome and reTurq
ars fai-, just acd reascnable;

Respondent should prepare and place on £ile wizh
This CommisSsSion Dew eleciyic rate schedule sheets,
-nco—porat_zg the ratses cpntained in Appendix A,
attached her=ts, and camplying with the gther tarms
and provisicns :an:ained ia this erder whick the
Ceompany is dirszecisd %o incorporate into its elacgtxic
tarifi; said pew ratas ars just and reascnable and
would enable the Zompany T reascpably obtaiz The
following electzic operating results:

lingcis Eleztriz Cperazicons
{00 Qmo=stead,

Pasticularcs Ancunt
Cperating Revenues $5a,414
Cperating IZxpenses 42 . 187
Cper -_.g Iocome . LSRRV
Less: Non-Jurisdigwticnal a,o
Jusisdigticnal Qperating lncome 13.25,

rates which are now in effect for gas servige fur-
nished to the Ill;nc_s customers of Respcnde": ars
inadequate, unjust and unreasopable, in that, they
do not przducs a rsasonatle return to Respondent

N 15 lnvestment in gas plant used and useiul in
its Illinois operazions and recovery of operating
cast for gas service furmished to its lllincis cus-
tomers; such rates should be permanently cancelled
and annulled; ‘

under the {iled gas rate schedule sheets proposed
hersin by Respondent fcr its gas operations in Il-
lincls, Responcdezt would reasonably expect a rate of
return of §.73% on the Qriginal Cost Rate Base cof
$32.336,000; such amounts of operating income and re-
TUrn arce excess;ve, unfair and unreasgonable apnd the
proposed rates are thersfgre not in all respects
just anc reasonable and should he permanently can-
cellied and annullad;
Responden. should be regquired o prepare and place
0 file with this Iommission new gas rate sciedule
shee_s incorporatiag the rate designs preposed by
Responceﬂ; in this prac-edlag, wihich i1ncrsase ratas
Onh a pro rata Dasis To all customers; and ccoaplyin
wWith The other provisions of this order which the
Company 15 directed to incorporate inte 1ts gas tar-
£f; said new rates should be sufficien: t2 i1ncrsase
The ex_.sting gas operaiing revenue from £36,91%,000
To 538,282,000 for an allowed an:ease ef 51,336,000
{ operating rcevenue, izcluding the 2% add-on due
Te State Revenue Taxes, or 51,310,000 excludiag




(7)

{8)

{2}

—
2
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~—

(12)

(14)

Service areas in Illineis, and ¢ such oTher per-

S0ns or entillies as showrn by The docket shests

maiatained by the Scczeta:v of the Commissicn, all

in accordance with the rules and *-gu.a**cns af

this Commission; notice of subsequent hearings

was mailed by the Secretary of the Commission o

Such parties as are shown b3y the docket sheets .
ma:=tained by the Commission far purposes of this

case; '

;tatements o8f fact and c¢onclusions reached in The
prefatory pars of this crde- are amply supported
by the evidencs of record and ars hersby adeptad
as. :--.6~ "J.gS cF Sac-—.

a Motion of lowa~Illinois Gas and Tlectric Company
for Interim Rate Relisf for Gas Service was filed
on March 24, 1978; subsegquent to hearing thereson
this Camm_sszcn entered its order on June 21, 1978,

denying whe relief reqnes-ed wisthouz jud_c- te
the final detsrmipation ¢f The issues Ln this pro=-
ceeding;

methods used by Respondent T allocate property,
dedicatad to- :he publi ;: Illipeis in furnishing
gas and ele i¢ servics to its customers, ars just
and :eascnable and are herebv approved for puIposes
af this case;

use of a prc forma tast wvear anded Decamher 11,
1977, based upon actual cperating data is appIo-~
Priate for rat: makiag purposes in this case;

the original cost rate base for the Company's
electric operations for the test yvear ended
December 31, 1977, is $142,856,000;

the ariginal cost rate base for the Compasy's gas .
¢peraticns for the tast year ended Decsmber 31,
1977, is §32,336,000;

the original cast rate base of the Company's com-
bined elecizic and gas utility operations for pur-
posas of th:s procesding is $17%,192,00Q, which
amount 15 The "value of Respendent's Illipols gas
and elesctric properties for rates making pulposes
i1z this proceeding:

rates which are in effect far electiric service fur-
nished o the Illinois customers of Respendent, arcs
inadequate, unjust and unrsasenatle in that they do
not produce a reasaonabie returm Ttz Respondent on
i%ts i1navestment in electzic plant used and useful in
1%s Illinois operations and refave—y of operating
costs of electric service furnished to itns Illi-
NOls SusSTomess: exXisTing rates whizh result in

such unjust and unreascnakle ope:a:;ons ar= not

in all respects just and reasonabl e and should
be permanently cancsalled and annulled when rates
allowed to becsme effective by virtue cof this

Ider became effect:ive;

rates preposed herein by Respopdent for its elec-
tric operations in Illinecis wou‘d produces a rate

0 rezurm of 9.92% on the Criginal Cost Rate Base
af 5142,856,000; such prcposed ratss ares not in all
r=spects just and reasonatle and should be per-
manently canc=lled and annulled;
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State Revenue taxes; said new Tatas are just and
reasonable and would ezable the Company Te reason-
ably obtain whe fcllowing Illinois gas operating

results:
Illinels Gas Cperztions
{SQ00C Cmizttag)
Parsiculars L Amouns

Cperating Revenues 538,252,000
Operatizg Ixpenses §35, 251,000
Cperating Income g 2.00..000

(21) such amount of cperatizc income and the resulTant
rate of returm ol 9.28% on the gas original cost
TAL2 base aprroved here:n are fair, just and rea-
sonable;

(22) unde:- rates allcwed T 2ecome sffsctive Dy virtue
@f this order, Respendant should raasonably be
able =o earm 515,258,200 on its Iil:zois Utility
Cperatiops or ap overall return of 9.28% on ==
Combined Criginal Cost rate base of §175,192,000
aperoved hersiz; such amcuni ¢f operating ilncame,
resultant resturs and ke rates producing scme are

faiz, just and r=asonabis;

(23} lowa-Illincis should de priasrad and dirac=ad oo
Dericr= so2sT of servize study in all future Il-
linois #leguric rata ingrease racuests whish will

enable the Commission I Ders praperly remove
Sherrard Power System’s oPerations from Respon-
dent’s Illineils Jurtsdicoiconal operations; such
study should be pericrmed in aczordance with FIRC
guidelines and made & part of <The recard in each
suczaeding generzl Iata increase recduest;

(24} any cbjecticns and motisns made in whis procs=eding
That remain uncispeses of snould he zonsidered dis-
posed ¢f in 2 manner CONELSTANT Wit The ulTimate
Gconclusions hers.n contained.

IT IS5 TEEREFCRET CORCERID bv the Illizeis Zommerce Commission
That the "Filed Rates Schedule Sheets” f£iled Jaruazy 11, 1578, on
behalf of lowa-Illineis Sag and Tisciriz Company be, and the same
ares heraby, permanently susgended, cancsllsd apné annulled, affac-

tive upon the date of Tnis order.

IT 18 FURTESR ORDERED that Respendent be, and it is hereby,
directed to prepars and £ile with tals Cammission new elesctTic
rate schedule shesis, coznforming to the provisiosns of Fiadings
(16] and {17) together wWien gTher app..sable provisions of this
order, and new gas race schedule sheels conferming to the provi-
sions of Finding {(20) ¢f this order, topgether wizn other appli-
cable provisions of this order, all cf which would enabls the Com-
pany to reascnably obz=ain the electiric and gas oberating results
approved here:in; said elegwzic and gas rate schedule sheats %2 be-
come effective for service reandered on and aftar the day subse-
quent to the dats ¢f filing same wiih Thls Commission.

IT 13 FURTEER CRODERT. that lowa-Illinecis Gas anéd Elactric Com-
pany be, and 1t is hersecy, ordersd and diracted To perisrm 2 ¢ost
of service study in all Sfuturs
quests which will enarlas

Iilincls elecirig rate incrsase Te-

ne Comm2ssion TS mMOIs Properly resmove

|

Sherrasd Power System's operaticns Zrom Responrdent's Illinois jur-
isdictional operazions in the manner set farth in Finding (23)
hereaf.




T W W

IT IS FURTHER ORDERED zhan the exisTing gas and electric rate
schedule sheets, for those service classifications for which new
gas and electTic rate schedule sheets are %o be prepared and
fiied, be and the same are hereby, permanently cancelled and an-
nulled, effective at such time as the new gas and electric rate
schedule sheets are allowed to becocme effective by viztue of thus

order.

T IS5 FURTHER CORDERED that any motions or objeciions, made by
any parcy herets during the course of this proceeding, which re-
ma:n undispased of be, and the same are heraby, disposed of in a
marner consistent with the rulings and ultimate conclusions con-
tained in this order.

By crder of the Commission this §th day of December, 1%78.

{SIGNED] CHARLES P. KOCORAS

Chairman
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TATZ QF IILlLINCIS

IZLINCIS CoMMERCE COMMISSION
fowa-l_1l.xncis Sas and El=ctzic Come :
pany : .
Propcsed genmera. ingrsase in gas and

elsctsls Zatss -

By tThe Czommissign:

On Japuary L1, 1978, Iewa-Illiscis Gas and ElewTsic lozpany
("Regpcndent”, “Company" o "lowa-lllinglis?; filed 2nd Revised
Shee=< Nc. 1, 2nd Revisaed Shee=< No. &, Qrigizal Shes== No. 4.1,
Criginal Sheex No. 4.1A, 228 Revised She=% Ne. 3, 2nd Revised
Sheet No. 5, 2nd Ravized Shest Nc. 7, 2nd Revised SheeT Nc. 8,

e Revised Sheez Nc. 9, 2nd Revised 3Sheet No. 10, Ind Revised
Sheet No. 1., 222 Revised Sheet No. 11A, 224 Revised Shest No.
112, 228 Revised Sheet Nc. .2, 2nd Ravised 3hea< No. 13, 2nd
Revised Shee=t N¢. 25, 2nd Revised Sheen Ne. 22, 2nd Revised Sha=:
No. 22, of its I1L.2.2. Ne. 6 - Elsctziz, QOmigizal Title Sheat,
Origiaal. Sheet Ne. 1, Origizal Sheet Ne. 2, Crzg-nal Skee? Ne. 3,
Crzgizal Sbeaz Nc. 3A, Crigizal She=t Ne. 33, Criginal Ske=T Ng.
3¢, Original Sheet No. 3T, Criginal Skeet Nc. &, Crigznal SheeT
Ne. 7, Crigznal Shne=< No. B, COrigzczal Stest Neo. 9, Crizinal SheetT
No. 10, Origizal Sheet Nc. 11, Crigizal Shest No. 1A, Crozizal
Sheet Nc. 12, Srigizal Shest No. 1ZA, Crigizal Shest No. 13,
Criginal Sheet N&. 13A, Origizal Skeet ¥c. 135, Orzigizal sSheez
No. 20, Qriginal Shee= Nc. 21, Origizal Shee= Nc¢. 22, Qriginal
She=t No. 22, Crigznal Sheat Nc. 24, Criginal Sheeat No. 234,
Original Sheet Nc. 243, Criginal SkeeT Ne. 24T, Criginal Sheet
Ne. 240, 15T Izfzrmaticn She=t SUupp_smental T2 SheeT Ne. 24, of
its ILL.2.C. No. 7 - Sas, hers:naftes- refa-rad to a3as "Tiled Rate
Sciedule Sheets" in whozh it propesed a genesil incre=ase i gas
and electris ratas 1o itz Illincls sarvize acezs sifestive

1., 1g78.

Cn Fehraary 8, 1878, the Commissicn en
peanding the effage:ve date cf the Tilad el
Schedule Shests %z and including Juze 10,
1978, resuspended said Tiled Rate Scheduls
cluding Deg=mper 10, 187
Seczicr 36 90f "An Act co
(Act).

arsd ar Qrder sus-
iz and gas Rz:ze

, and gon <uzne 7.,

b 2u e%s T2 anéd in-

£, 1n aczcsriancs wiTh The provisicns of

- -

-

C=ImInG Publis uTilities." as amended,

Initial Rearizgs in the original prace
March 24, 1978, culminazing con Septamber l4, 1578, whez th
proceediag was parked "Heard and Takez." Cral argument was held
or November 20, 1978 and taken under acdvisement.

Cn Decs=mber &, 1978, the Commissicr issusd an Orider which,
inter alwa, cancellsd Respondent's pIspesed Rats Schedule Sheets
fileg on January 11, 1978, an irecTad Respendent To prepare
and file new eleciTic and gas tariffs whizh would praducs Isvanues
of lesser amcunts and cznfsrm %o tne findings gontained withon

the 2rder. On Decsmber 7, 1978, Respendent filled such revised

r

tariffis with The Czomission.

Applicaticns for Reheasing of The Cammissien’'s Decsamber 6,

1978 Crder were flled by The DeparTmenz gf Tie A3y on Jecazber
Tv Coungil onn January

373, The Applilzatian

2%, 1l$78; by the Quad Citzes Consumer Ine
5, 1879; and by Respcondern< orm Januarsy &,

k)
-
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for Rebmazing filed on belhalf of tthe Departmernt of the AXZY was

dezied Dy the Commigsion or January 3, 1879, Cn Januasy 28,

1379, the Commission denied <he Applicatisr Isr Rehearing filed —
By the fuad Cliles Cconsumer Inergy Council. The Applicaticn for | IR
Renearing filed on behall of Responcdent was dez:ed by the Com- '
®Bi38L0nR on January 24, 157%. Appeals from the Commissicon's

Decas=ner ¢, 1978 Crder and demial of Learing wers Taxer by the

Quad ZiTles Consumer ENergy CZouncil and Respendext ts the CQrroulil

Cous<s of the Fourtesentn Judisial Cizzuit, Reck Island Caunty,

Illizeis {ZSizcult Court:.

fn Famhruayy 22, 198C, the Cirsuit Court sntasred an onder,
with an accompanyilg statament of reascrs for decisisn. In thas
erder the Zourt denied The appeal of gQuad Cities Cornsuner Ehergy
Council apd, with respect Tto The appeal by Iowa-Illingis Gas and
Electric Company, vacated and sex aside The Iommission's order of
Decsmpoer §, 1978, gtatizg that:

the findings of the Commission That a fange of rsturn on
e Company's common eguity of between 11.00Y and 13.00%
would be fair and re=ascnaxle and that the rate of rezum
on The Triginal CostT Rats base siould De appraximataly
9.28% az= conTrary TO The manifest weizlit ¢f the evi-
denc= . . . .

That Tekmzuary 22, 1980 order of the Q2urt did net exgrassly
sepand The cause To the Commission., Cn Fabmiarsy 28, 1380, Respon-
dant filed zertain rats schedyls gheezs, WiLTh accompazving ad-
vics lattars in whish Respondent asserted tnat 1is filings wers
Umuzsuant o' That Csurt ordsr.  Those £ilings and the proceeds
ings relatizg to them ace more fully discussed below.

Eowever, on Marzh 1, 198C, the Jourt entersd an amended
order, Dy whazh the cause was exprassly "remanded to the Illinois
Commerce Csmmission with disesTions To gopsider it in aczardancs (:)
with Zhe views axpressed in the Statemext o0f Reagons £gor Decigion
herstsfors filed in this gause."

1ile net a formal part of this procseding, The intent of
The CourXT 1s nore Clearly exprassed, beginning with The courT's
sTatanent at the botiom of page 56 and endong with The rasponse
of counsel for lowa-Jllineis at page 58, iz The transcript recsrd
of the Report of Procsedings of hearing held oo the 8th day of
April, 198C, before the Hencrable Reobert W, Castendyck. Dusing
that disgussion the ecurt ind:icated o Respendent's counsel at
page 57 what Y., . . the effect c¢f my decision was T2 remand this
to the Ccmmiagion for cspsideration, whach is what you iz effect
asked me T de”. Counse. for lowa-Illincis responded in The
affirmative,

On Fexruary 28, 1980, Respondent filed with the Commission
Electri: Advice Letzer No. 107 and Gas Advice Leztar No. 278,
Together with rate schedule sheets, notifying the Comurssion that
Respondent intanded to place intin effect rate schedules for
electsic seIvics Ln an amount equal to the January 1L, 1978 Filed
electiric Rate Schedule Sheets and rate schedules for gas service
legsser in amcunt than these propesed in the Janmuazy 11, 1978

£il.ng. Resgpendent asserted That this filling Wwas CSnsistent with
law azd the February 22, 1980 Dec:is:ion and Order of the Cirzuit
Coure.

Tebruaxy 29, 1880, tThe Commiassion dockated this FekRmary
28, 1 £il as DockeT No. 80=0143 and suspended the eifeactive
date w2 and ilncluding Jure 27, 13980; and on June 4, 1980 re-
susperncec sa:d filing To and including Decaxmher 27, 1980. Re-
spondent, on March 31, 1%8¢, sought rehearing and rsconsideration
0f the lzmmissicn's February 29, 19%8¢ Suspeansicon Crder, which 0
Tehearing and reconsideraticon was dented by the Commizsiconl on

ril 17, 198C. Respecndent thersupolh appealed The Commissicon's
Febrmia-y 29, 1980 Suspensicno Crder and apr:l 17, 1398¢ Crder

|

.
K - - - - . -
denvying rehearing to the TilrouiT LourT.

y ® 3
(&)
t
J
)
]
1]
[T4]

‘,' - -






